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Under the Mutual plan the reduc- 
tion of loss benefits all Mutual * 
policyholders, since the savings are 


returned annually to them. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Grain Dealers National Mutual Fire Ins. Co... ..Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co....... Kansas City, Mo. 
National Retailers Mutual Insurance Co............ Chicago, Il. 
Michigan Millers Mutual Fire Insurance Co....... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co......... Des Moines, Iowa 
Millers Mutual Fire Insurance Co............... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co............. Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co....... Wilkes-Barre, Pa. * 
Millers Mutual Fire Insurance Association............. Alton, Il. 
” * . 


MUTUAL FIRE PREVENTION BUREAU 
230 E. Ohio St., Chicago, Il. 


A service organization maintained by the Mill Mutuals. 
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Place Your Fire, Automobile and 
Tornado Insurance Through the 
Associated Lumber Mutuals 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 


OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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_ SUBSTITUTE FOR 


()\w_/ INSURANCE 


ually MEANS 


The Issuance of Complete Coverage 
Contracts at Reasonable Cost 


Mutual insurance has gained steadily in strength and im- 
portance because of adherence to the rule of quality. Mutual 
companies issue policies which in every respect are equal 
to any that can be purchased. They provide policyholders 


with full coverage protection. 


And because mutual companies write only better class risks 





losses are lower and savings are made. Lower costs to the 


| policyholder are the result. 
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THIS MONTH 


F all mean folks, those who are 
tops, or near it, are the hit and 
run drivers. The reasons for mysterious 
accidents, and something of the psy- 


chology of the yellow individual who . 


refuses to stop after a crash, are well 
told in an article on the subject by 
Mr. Billings, who again digs up some 
most interesting information for our 
readers ® Professor Hoffman takes up 
aspects of the Commodity Exchange 
Act and enlightens us as to this im- 
portant activity of the Government ® 
A good deal of the remainder of this 
issue is filled with the product of pro- 
fessors, also, since our reporting of the 
convention of the American Associa- 
tion of University Teachers of Insurance 
runs for page after page. We believe 
you will relish reading what these 
educators had to say — and will prob- 
ably agree, at least with their recom- 
mendation that the subject of insur- 
ance needs intensive study. If you dis- 
agree, here and there, as to methods, 
this will put you right in the same class 
with the professors — who have a va- 
riety of views ® Bunk of the Month 
is intended to be educational, too, but 
may not be so considered by those to 
whom it is addressed @ There are 
notes, and a timely editorial, and mis- 
cellany with a spark of humor oc- 
casionally. 


+ 
NEXT MONTH 


We are experimenting with a further 
investigation of the crime of arson, 
hoping to have another article dealing 
with fire-setters ready for February ® 
Pro and con of the long (and short) 
haul trucking question will be discussed 
® Doubtless there will be plenty of 
news about colorful legislation intro- 
duced in various states ® And, as al- 
ways a few stout arguments about this 
and that. 
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WILLIAM B. HARRISON 


Commissioner of Insurance 


State of Georgia 


OR the second time in his career Mr. Harrison has come into 

the position of Commissioner in his State. His former experience 
in the same office, which he administered with notable organizing 
ability, guarantees that the department will be conducted with sat- 
isfaction to the companies and the public. 
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ECAUSE the phrase “crop insurance’’, contains 
the word “insurance” it is often found among the 
general public that the project is thought of either 

as a proposed direct activity of insurance companies or 
as a plan whereby the government is to engage in com- 
petition in this field with various carriers. Neither of 
these ideas, as the situation now stands, seems correct. 
Although the companies are very much 
interested it is unlikely they will go 
into the business. Their cooperation 
so far has been along academic lines 
and probably thus will remain. 

Insurance officials have been in close 
touch with the Administration and 
have participated in the preliminary 
conferences at which several plans sug- 
gested were under consideration. This has been in an 
advisory capacity, but they have also signified a willing- 
ness to be helpful by offering to lend their actuarial and 
research facilities if desired. The governmental com- 
mittee has expressed itself as gratified by the response 
made by insurance organizations of all types that were 
invited to send representatives. The companies took up 
the matter as seriously as if it were one vital to their 
own welfare, but neither they nor any one of the ad- 
ministration group could work out any specific - plan 
for the companies to engage in the actual insurance 
contemplated. On the scale contemplated by the Presi- 
dent’s committee the effort seemed to be too vast and 
subject to too much uncertainty, except as a [ederal 
enterprise with possible subsidy implications. Even as 
a Federal enterprise it seems impossible to work out 
a program along definite insurance lines. Crop insur- 
ance, as a part of the general farm relief program, is 
something which manifestly must be taken care of, if 
at all, by all the people. 


This conclusion is borne out in later developments, 
a summary of which was reported editorially, as follows, 
in the New York Herald Tribune of December 26, 1936. 


“The administration’s new approach to the problem deserves 
sympathetic attention. The President’s crop insurance commit- 
tee has made distinct advances in devising the lines of a general 
policy. To begin with, insurance is to be attempted only on 
one crop — wheat — instead of on several. In the second place, 
no efforts will be made to insure against the price hazard, but 
only against a failure of crop yields. In the third place, the 
government will bear only the overhead expenses, including the 
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cost of storing payments in kind. Finally, payments are to be 
made in kind — both by the farmer when he pays, his premium 
and by the government when it makes good the farmer’s losses. 

“This seems a sounder approach to such a frankly experi- 
mental program than previous proposals. It begins on a limited 
scale and takes account of suggestions and criticism of those 
who have studied various crop insurance proposals. The pre- 
mium is variable, determined by local conditions. All efforts 
to insure a fixed monetary return to the farmer regardless of 
price fluctuations have been abandoned. No attempts are to be 
made to use the insurance plan as an aid in artificially fixing 
prices. While the government will acquire wheat and store it, 
this will not be done through buying in the open market in 
order to peg a falling price level — as was unhappily attempted 
by the Farm Board under Mr. Hoover’s administration. True, 
the government will take wheat off the market and hold it in 
warehouses, but the hope is that the provision for paying off 
the insured farmer in wheat will prevent such a heavy accumu- 
lation of surplus grain as to affect the market unfavorably. 

“Another encouraging aspect of the proposed plan is the pro- 
vision that the writing of insurance and the adjustment of 
losses will be made by committees of local farmers. Only the 
actuarial computations will be determined in Washington. This 
affords effective decentralization. The local farmers will be 
more or less familiar with the actual yields as well as the 
credit and moral standing of the insured farmers in their com- 
munity. This should make it easier to prevent men from vio- 
lating the law by claiming greater yields than they have had 
or by claiming losses which are traceable to negligence rather 
than to damage by the elements.” 

It is in connection with this latter suggestion that 
insurance men, if not insurance companies, can be of 
valuable assistance. Some of the stock company people 
who previously experimented with limited amounts of 
general crop coverage, and abandoned 
the effort, can point out difficulties to 
be avoided. Those of either stock or 
mutual type which carry windstorm 
and hail insurance and fire coverage 
of standing crops, can contribute fig- 
ures and experience that the govern- 
ment can study with benefit. And it 
is to be hoped that when a govern- 
mental plan is finally completed it will be so framed as 
not to disturb the business of those companies which 
have operated so successfully in the crop field. 

HATEVER the part to be played by the technical 

insurance men of the nation in crop insurance it is 
certain that mutual officials will be close to it when it 
comes into operation. This because for a century and 
more the majority of the nation’s farm insurance has 
been handled by farming community leaders who or- 
ganized mutual companies to take care of rural business. 
Naturally, if a government crop insurance project is 
launched, it is very likely that many of these men, al- 
ready familiar with farm problems, will be called upon 
to serve on various local and national boards — to con- 
tribute their knowledge gained by long contact with farm 
conditions, even though mutual insurance, as such, does 
not enter into the picture. Being experts, as they un- 
doubtedly are, in judging moral hazards, they can do 
much to make it undesirable for any farmer to take 
undue advantage of the law. In this manner they al- 
ready stand as a select body of men to serve the very 
purpose to which the New York Herald Tribune refers. 

It is fortunate that the details of the plan are not to 
be worked out in a year of political unrest, for it is nec- 
essary right now to bring the best constructive thought 
resident in the nation’s finest minds to bear on the prob- 
lem. Crop insurance of some sort probably is an essen- 
tial to agricultural security. Even in its simplest form 
it will be a huge, if not impossible task. Obviously the 
more sound reasoning put into its formation in the first 
place, the less the ultimate task will be. 
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Chasing the Ambulance 
Chaser and His Gang 


THE RECENT ARREST IN MICHIGAN 
OF \ CONFESSED AMBULANCE CHASER, 
has given promise of extensive re- 
sults in the Chicago drive against 
fake accident rings which has been 
in progress under the direction of 
\ssistant State's Attorney Irwin 
Clorfene for six weeks. 

West surrendered to investigators 
a “little black understood to 
contain the names of more than a 
hundred Chicago attorneys and doc 
tors with whom he had dealings in 
connection with accident claims 
against insurance companies and 
public carriers, each name is_ being 
investigated, and action by the grand 
jury is expected shortly. 

Policemen whose names were 
found in records kept by others ar- 
rested upon suspicion of ambulance 
chasing have already begun to go be- 
fore the grand jury, but have denied 
that they tipped off accidents to the 
ambulance chasers. Some of the po- 
licemen are expected to be called be- 
fore the civil service trial board. 

Meanwhile business and_ profes- 
sional organizations have been aiding 
the official investigation. At a meet- 
ing held between prosecutors and 
representatives of medical societies, 
the Chicago Bar association, casualty 
insurance companies, and public car- 
riers, numerous suspicious cases of 
the recent past were turned over to 
the State’s Attorney’s office. They 
will be investigated without the ne 
cessity for any company’s filing a 
formal complaint. 

Other results of the investigation 
are: 

Judge Charles M. Thompson, 
president of the Chicago Dar associa- 
tion, promised the institution of dis- 
barment proceedings against any at 
torney found involved. 

Dr. John P. O'Neil, chairman of 
the ethics committee of the Chicago 
Medical Society, sought more power 
for medical associations in putting 
out of practice physicians who are 
found to be connected with such 
activities. 

The Chicago City Council drafted 
three ordinances aimed at ambulance 
chasing. They prohibit the removal 
of bodies from hospitals, the sending 
of accident victims to certain hos- 
pitals, or the towing to garages of 
cars involved in accidents without 
the permission of some member of 
the family involved. 

Most unusual development of the 
investigation was the statement of 
the arrested ambulance chaser that 


book” 


one group of lawyers with whom he 
(Continued on Page 20) 
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the 


INSURANCE WORLD 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 

















Miscellany 


THE FEDERAL CONGRESS AND TWO 
AND MORE OF STATE LEGISLA- 
tures are or soon will be in session 
with, we should say, at least 50,000 
bills to be considered — Industries 
still complain that the most promising 
young men want white collared jobs 
— Chicago’s wholesale trade volume 
has jumped nearly a billion dollars 
from the low point of the depression 
—Uncle Sam has recently issued 
pamphlets on the indigestibility of 
mung beans and “the combustibles to 
be found in the manholes of Boston” 
— Anti-Fascists may be calmed by 
the knowledge that the symbol on the 
back of the present U.S. dime was 
put there six years before Mussolini 
took over the government in Rome— 
California’s population is now over 
6,000,000, not including temporary 
movie stars and starettes—American 


SCORE 


business men are sending committees 
to the Orient to ask manufacturers 
there to lay off ruinous competition— 
Profit-sharing with workmen was 
first introduced into America in 1794 
by a glass factory—An average auto- 
mobile cost 20c a pound, an electric 
refrigerator 40c a pound, a radio 
about $1.65 and a suit of clothes $7.50 
—Farmers are beginning to migrate 
to the city again—75.6% of senior 
executives of large institutions be- 
gan at the bottom and many of the 
others were lawyers who stepped 
from advisers to front office jobs— 
Now there are deodorized rubber 
corks for perfume and_ beverage 
bottles—One Soviet factory in 1935 
produced 32,000,000 pair of stockings 
— Modern department stores are 
parking customers’ cars on the roof 
— Speculation in soy beans is now 
possible in grain markets—Within a 
year the government has financed im- 








ings 

are 
roof 
now 
in a 
| im- 





provements on 134,000 miles of rural 
roads—At least eight cities have real 
estate departments to dispose of prop- 
erty acquired by reason of non-pay- 
ment of taxes—A Denver man stole 
a car in order to deliver himself to 
the sheriff for cashing a bad check— 
The greatest radio audience in all 
history is said to have been listening 
in at the time of the abdication speech 
of David Windsor—A county jail in 
Pennsylvania has installed a burglar 
alarm. 





Pennsylvania to Raise 
Agent's Requirements 


REQUIREMENTS FOR THE LICENSING 
OF INSURANCE AGENTS WILL BE 
stiffened in Pennsylvania, it has been 
announced by Insurance Commis- 
sioner Owen B. Hunt, as the result 
of a two-year study conducted by 
himself and Deputy Commissioner E. 
S. Joseph. 

Agents will be divided into two 
classes—those authorized to counter- 
sign policies, and those authorized 
only to collect and solicit. 

The second class, to be known as 
solicitors, must have completed a 
nine-month course in a school of in- 
surance or have the same term of 
actual experience in an insurance 
office. 

Agents authorized to countersign 
policies must complete a full course 
in a school of insurance, or have 
been licensed for a year preceding 
application. Corresponding experi- 
ence in any state will be acceptable. 

“Our purpose is simply to raise 
standards,” Commissioner Hunt de- 
clared, “not to keep capable people 
out of the field.” 


Holds Only Lawyers May 
Be Adjusters 


INDIVIDUALS AND FIRMS ACTING 
AS ADJUSTERS WERE HELD TO BE EN- 
gaging in the practice of law without 
a license, and subject therefor to the 
penalties provided in the State Bar 
Act, in an opinion recently rendered 
by Alabama’s Attorney General, Al- 
bert A. Carmichael, to Commissioner 
of Licenses Eugene B. Henry of Jef- 
ferson county, at Birmingham. 

A person not regularly licensed as 
an attorney cannot become entitled 
as a matter of right, the opinion 
stated, to engage in the business of 
enforcing, settling, adjusting, or com- 
promising claims based upon con- 
tracts or policies of insurance be- 
tween persons to whom he stands in 
the relation of neither employer or 
employe. 
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The granting of licenses permitting 
adjusters to carry on these functions 
was characterized as_ unconstitu- 
tional. 


Insurance Section of Bar 
Association Names 
Committees 


THE LIST OF COMMITTEE ASSIGN- 
MENTS FOR THE COMING YEAR 
recently announced by Jesse A. Miller 
of Des Moines, Iowa, Chairman of 
the Insurance Section of the Amer- 
ican Bar Association, includes a 
number of men well known in the 
business. 

John F. Handy of the Massa- 
chusetts Mutual Life was appointed 
chairman of the Life group; Chase 
M. Smith of the National Retailers 
Mutual Insurance Co., chairman of 
the Fire Insurance Committee; and 
M. B. Kennedy of Chicago, chair- 
man of the Casualty group. 

Others given committee assign- 
ments include J. Kemp Bartlett, Jr., 
Fidelity and Guaranty Fire, Vice 
Chairman fire committee; Frank E. 
Spain, Liberty National Life, chair- 
man health and accident; Austin J. 
Lilley of the Maryland Casualty, 
vice chairman Fidelity and Surety; 
C. F. Robinson of Portland, Me., 
chairman of workmen’s compensa- 
tion; Wilson C. Jainsen of the Hart- 
ford Accident, vice chairman, lay ad- 
justers; and Gay Gleason of the 
Employers Liability, vice chairman 
of workmen’s compensation. Lamar 
Hill of the America Fore Group and 
Robert E. Hall of the Aetna Life 
were named to the sub-committee to 
confer with the National Association 
of Insurance Commissioners. 

The council of the insurance sec- 
tion of the American Bar Association 
includes lamar Hill of the America 
Fore group, John W. Cronin of the 
Liberty Mutual and John A. Luhn 
of the Fidelity and Deposit. 


Assistant Director of Illi- 
nois Insurance Department 
Appointed 


THE APPOINTMENT OF ROY L. DAVIS 
OF EVANSTON, ILLINOIS AS ASSISTANT 
Director of the Illinois Insurance De- 
partment was recently announced by 
Governor Henry Horner. 

Mr. Davis has been engaged in the 
insurance business for the past 
twelve years in a number of im- 
portant capacities and with an out- 
standing record of association activi- 
ties. He was President of the Chicago 
Association of Life Underwriters in 
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1933, and is recognized as a teacher, 
writer and lecturer on insurance 
topics, having had charge of a course 
in the psychology of life insurance 
at Northwestern University since 
1930. Also he has been an instructor 
at the University of Pittsburgh, the 
Y.M.C.A. School of Commerce, the 
Rockwell School of Life Insurance, 
and the New York University School 
of Commerce. 

For a number of years he was 
director of sales training for a large 
insurance company in Chicago. His 
civic activities have been varied and 
valuable in his home city of Evanston 
although he has never sought or been 
elected to public office. By education, 
training and experience, he is thor- 
oughly grounded in the best traditions 
of the insurance business. 


San Francisco Mutual Club 
Elects Officers 


E. J. HOGAN OF THE CENTRAL 
MANUFACTURERS MUTUAL INSURANCE 
Company was elected President of 
the Mutual Insurance Club of San 
Francisco for 1937 at the recent 
annual meeting of the Club. He suc- 
ceeds F. F. Alexander of the United 
Mutual Fire Insurance Company. 

Other officers elected were: M. L. 
Gruhn of the Lumbermens Mutual 
Casualty Company, Vice President ; 
F. G. McMullin, Federal Hardware 
& Implement Mutuals, Secretary ; 
and James H. Merritt, Jr., Liberty 
Mutual Insurance Company, Treas- 
urer. 


Court Holds Reciprocal Not 
Insurance Corporation 


THAT A RECIPROCAL INSURANCE EX- 
CHANGE IS NOT AN INSURANCE COR- 
poration, and therefore cannot be- 
come a voluntary bankrupt, is the 
decision rendered by Judge Merrill 
E. Otis in United States District 
Court at Kansas City, Mo., in setting 
aside the adjudication in bankruptcy 
of the Manufacturing Lumbermen’s 
Underwriters of Kansas City. 

The decision throws the case back 
into the state Circuit Court and 
places special deputy R. C. Fielder 
of the Missouri Insurance Depart- 
ment in full control of assets. 

“We think each member of the re- 
ciprocal exchange is engaged in the 
business of insurance,” Judge Otis 
asserted, “and we think the attorney- 
in-fact certainly is engaged in the in- 
surance business, but we do not think 
the association as an entity is so en- 
gaged.” 
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Change Made in Commitee 
Set-Up of Life Under- 
writers Association 


THEODORE M. RIEHLE, NEWLY 
ELECTED PRESIDENT OF THE NATION- 
al Association of Life Underwriters, 
to fill the balance of the term of 
Alexander E. Patterson who re- 
signed, recently announced that the 
only change in the set-up of Commit- 
tees for the ensuing year would be 
his own elimination as Vice Chairman 
of the Committee on Law and Leg- 
islation, and the substitution in that 
position of Forrest L. Morton of 
New York City. Chairman of the 
committee is C. Vivian Anderson of 
Cincinnati. 

President Riehle will retain his 
Chairmanship of the Agency Prac- 
tices Committee, and by nature of 
his election as president, become a 
member, ex-officio, of all standing 
and special committees. 


ee @ ® 
Gauss Again Heads Michi- 


gan Insurance 
Department 


WITH THE BACKING OF MANY 
PROMINENT INSURANCE EXECUTIVES 
throughout the state, Charles FE. 


Gauss has been recalled from his fed- 
eral appointment as postmaster at 
Marshall to the Insurance Commis- 
sionership of Michigan by Governor 
Frank Murphy. Commissioner dur- 
ing the two-year period which ended 
Jan. 1, 1935, under former Governor 
William A. Comstock, he succeeds 
John C. Ketcham of Hastings, in 
the post. 

In announcing the appointment 
Governor Murphy praised Commis- 
sioner Gauss for his “demonstrated 
previous success” as head of the 
Michigan insurance department, and 
predicted an equally successful fu- 
ture regime. He asserted that he had 
received a great many applications 
for the post of commissioner, but 
that he had been assured by “execu- 
tives in the insurance field that Mr. 
Gauss was a high type executive well 
fitted to the post from their point of 
view.” 

During his earlier period of service 
Mr. Gauss had a large hand in shap- 
ing emergency legislation during the 
difficult bank holiday period and 
thereafter, and was in command at 
the time insurance supervision was 
complicated greatly by deflated se- 
curities values, mortgage moratoria, 
and other depression developments. 
He has had a long business experi- 
ence, including financial connections 
with numerous enterprises and a 


term of service as president of his 
local bank. 
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Forecasts Heavy Fire 
Losses 


AMERICAN FIRE INSURANCE COM- 
PANIES WILL BE FORTUNATE IF THEY 
are not called upon to pay some un- 
usually heavy losses before business 
conditions have returned sufficiently 
close to normal to permit the restor- 
ing of building to good condition, in 
the opinion of William S. Crawford, 
writing in a recent issue of the New 
York Journal of Commerce. 


Commenting upon the ideas of en- 
gineers who give considerable atten- 
tion to municipal fire protection, he 
finds the following factors more 
favorable to Jarge fires than they 
have been for many years: 


Many cities have attempted to 
economize during the difficult time 
of depression by cutting their fire 
department appropriations, reducing 
personnel and permitting apparatus 
to be used longer than would be the 
case under normal conditions. 

Many owners of buildings have not 
spent the usual sums for upkeep dur- 
ing the past six years, because their 
buildings were not earning as well 
as they had been previously. 

Buildings which have been vacant 
have deteriorated more rapidly on 
that account, and although they 
will doubtless be reoccupied as in- 
dustrial activity increases, many of 
them will never again be used for 
the purposes for which they were 
constructed. Some of them are cer- 
tain to have floors overloaded with 
changes in occupancy, and if fires 
start total losses are likely to result 
when the weight of water used to 
extinguish flames is added to weight 
of machinery upon floors that were 
never built to carry such loads. 


Mutual Marine Conference 
Begins Operations 


STANDARD POLICIES FOR ALL OF THE 
MORE COMMON INLAND MARINE COV- 
erages, and an agreement to assemble 
the combined experience of most of 
the mutual companies writing this 
type of business in a central Chicago 
office, are the most recent develop- 
ments in the establishing of the 
Mutual Marine Conference. 


The Conference, in process of or- 






ganization since the annual meeting 
of the Federation of Mutual Fire In- 
surance Companies at Philadelphia in 
October, began formal operations this 
month. Its activities are expected to 
aid in promoting the increase of in- 
land marine business among mutual 
fire companies during 1937. 


At the Federation’s annual meet- 
ing an executive committee was 
named to supervise the organization 
of the Conference, and a committee 
of inland marine underwriters was 
appointed to draw up as many stand- 
ard policies and forms for these cov- 
erages as seemed feasible. 


The executive committee was com- 
posed of R. M. Rogers, Western 
Millers’ Mutual Fire Insurance Com- 
pany, Kansas City ; J. J. Beall, North- 
western Mutual Fire Association, 
Seattle; H. J. Pelstring, Pennsyl- 
vania Lumbermen’s Mutual Fire In- 
surance Company, Philadelphia; H. 
B. Carson, Mill Owners’ Mutual Fire 
Insurance Company, Des Moines; 
and John A. Arnold, Federal Mutual 
Fire Insurance Company, Boston. 
They were entrusted with the draft- 
ing of the Conference constitution. 


The Underwriters’ Committee 
named was composed of T. L. 
Osborn, Jr., National Retailers’ Mu- 
tual Insurance Company, Chicago; 
T. M. Holloran, Grain Dealers’ Na- 
tional Mutual Fire Insurance Com- 
pany, Indianapolis; G. M. Madden, 
Western Millers’ Mutual Fire Tnsur- 
ance Company, Kansas City; E. J. 
Raabe, Central Manufacturers’ Mu- 
tual Insurance Company, Van Wert, 
O.; and R. E. Morris, United Mutual 
lire Insurance Company, Boston. 

The committee held a ten-day ses- 
sion in Chicago during late December, 
with J. M. Moore of the Northwest- 
ern Mutual Fire Association, Seattle, 
present in an advisory capacity, and 
drew up standard forms for twenty- 
four of the more common inland 
marine coverages. These were urged 
as mandatory upon Conference 
companies. 


The agreed policies are a broad 
and a restricted form of musical in- 
struments, a general property floater, 
signs, morticians’ equipment, fine 
arts, golfers’ equipment, surgical and 
scientific instruments, outboard mo- 
tors, cameras, silverware, stamp col- 
lections, wedding presents, guns, 
films, radium, personal property 
floater, personal effects floater in both 
broad and standard form, fur coats, 
registered mail, parcel post in both 
open and coupon forms, and jewelry 
floater. 

The Mutual Marine Conference 
manual, containing the standard 
policies as well as standard forms, 









ing 
In- 
in 
his 

to 
in- 
ual 


tee 


[u- 
50 ; 
Ja- 
m- 
en, 
1r- 


fu- 
{34 
ial 


st- 


Ice 


ns, 





is expected to be in the hands of 
members shortly. 

The Mutual Marine Conference’s 
objectives, as set forth in the consti- 
tution which was adopted, are: 

“to develop and facilitate scientific 
and intelligent underwriting of all 
forms of inland marine insurance; 
to study and promote simplification 
and accuracy of rating methods and 
rate presentation ; to investigate class 
or general hazards, and to devise 
advocate, and promote reasonable 
and proper means of reducing the 
hazards insured against; to secure 
the adoption by members of suitable 
and uniform policy forms and 
clauses; to harmonize specific rates, 
rating formulae, or other methods of 
rating ; to promote and advance good 
underwriting practices; to serve as a 
medium for the exchange of informa- 
tion; and to promote a high ethical 
standard in the conduct of the busi- 
ness of insurance, and the adherence 
to sound principles and correct prac- 
tices through the medium of a con- 
ference of companies united for the 
purpose of combining their experi- 
ence for study and analysis in the 
establishment of equitable premium 
rates and forms, the making of sur- 
veys, inspections, and such other 
necessary operations as may be per- 
formed by one organization for the 
use and benefit of all and, insurance 
being a common necessity, to avoid 
unfair discrimination between risks 
of essentially the same hazard in rates 
or in services rendered.” 


Marvin Hall Named Texas 
Fire Insurance Com- 
missioner 


THE APPOINTMENT OF MARVIN 
HALL, AT PRESENT STATE TAX COM- 
missioner, to the post of State Fire 
Insurance Commissioner was _ re- 
cently announced by Gov. James V. 
Allred of Texas. He succeeds Ray- 
mond S. Mauk, who resigned to ac- 
cept a position with the American 
General Insurance Company of 
Houston, Texas. Mr. Hall’s ap- 
pointment, which was effective im- 
mediately, is for the unexpired term 
of Mr. Mauk and for a full six year 
term beginning February 10. 


* - 
Agents Protest Financing 
4 
of Premiums 

WHEN THE FIRST BANCREDIT COR- 
PORATION OF ST. PAUL ANNOUNCED 
some time ago that it would finance 
the payment of insurance premiums 
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upon the instalment plan—with sim- 
ple interest of only 6% — more than 
a few stock fire insurance executives 
were convinced that a workable 
method of competing with the non- 
stock companies had been discovered. 

Under the plan, it was reasoned, 
the buyer of insurance would be 
able to finance a long-term policy at 
a saving of some 20% for the period, 
and even though required to pay 6% 
interest on his balance would be able 
to effect a considerable saving over 
the entire period without being de- 
prived of the use of his money. Long- 
term policies would also prevent, it 
was felt, policyholders’ switching 
companies from year to year. 

When all association stock com- 
panies were invited to sign agree- 
ments with First Bancredit Corpora- 
tion to finance such premiums as 
they desired on this basis, they fairly 
tumbled over one another in their 
eagerness to become part of the plan. 

Until that time few stock company 
agents had given the project careful 
study. But when individual agents, 
and associations of agents, began to 
sit down and make careful analyses 
of First Bancredit’s scheme to sell 
insurance on the instalment plan, the 
companies which they represent be- 
gan to hear from them in practically 
no time at all, and in no uncertain 
terms. 

Now: 

The New York State Association 
of Local Agents filed a_ protest 
against the plan, demanded a hearing 
upon their objections, and were given 
one by the New York Insurance De- 
partment on Jan. 11. 

The New Orleans Insurance Ex- 
change has adopted a resolution, com- 
plete with detailed objections, calling 
upon the National Association of In- 
surance Agents to urge companies to 
terminate ~ any arrangements they 
have made with premium finance 
companies which involve pro rata 
cancellations of policies. 

Numerous individual agents have 
lodged protests with their companies, 
and with publications, against par- 
ticular features of the scheme which 
strike them as especially undesirable. 

The most widely voiced objection 
seems to be against the arrangement 
for pro rata cancellation of policies. 
Under this feature, when a policy- 
holder cancelled automatically by 
failing to pay First Bancredit Cor- 
poration his due premium instalment, 
the insurance company would not be 
permitted to cancel the policy at the 
short rate as is now the practice, but 
would return the unearned premium 
on a pro rata basis. Agents seem to 
fear that policies will be purchased 
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for long terms, cancelled when the 
need for them lapses, and the agents 
called upon to surrender a larger 
share of their commissions than is 
the case under the present method of 
short rate cancellation. 

Other objections range from the 
complaint against First Bancredit’s 
waiving a down payment, which 
would make the agent wait for his 
commission, all the way up to predic- 
tions that the plan would disrupt the 
rate structure, place such informa- 
tion as lapse dates on the policies 
sold by an agent in the hands of 
competitors, and make the financial 
statements of companies lack definite 
meaning. 

Now the company executives are 
understood to be not so sure that 
they have discovered a panacea for 
competition.- The tendency to view 
with alarm is reported to be spread- 
ing more and more rapidly among 
the agents as more of them come to 
realize the implications of the First 
sancredit Corporation’s instalment 
plan. 


A hint of what may be expected 
from insurance departments to which 
complaints are made against the 
scheme was indicated in a statement 
coming from the New York Insur- 
ance Department before the date 
scheduled for the hearing requested 
by the New York Association of Lo- 
cal Agents. The department made it 
clear that it is concerned only with 
the legal features of the proposition, 
such as “whether or not a provision in 
the plan for pro rata cancellation by 
the assured in the event of a default 
on the part of the assured in paying 
an instalment of his premium to the 
finance company illegally discrimi- 
nates against assureds who pay their 
full premiums in cash.” 


Farm Property Hazards 


COMPANIES ATTEMPTING TO COM- 
PETE WITH THE FARM MUTUALS IN 
writing fire insurance on rural prop- 
erties continue to find this coverage 
difficult to handle. This is probably 
because the farm companies have a 
more nearly accurate knowledge of 
the hazards involved in each par- 
ticular case, acquired by reason of 
the farm mutual secretary being gen- 
erally well acquainted with insured 
property and its owner. 

That the experience on farm prop- 
erty will prove no better, and prob- 
ably much worse, for 1936 than for 
1935 when all the figures are in is 
the prediction of numerous students 
of the subject. One of the best in- 
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formed is Dr. V. N. Valgren of the 
Farm Credit Administration, who 
estimates a 20 per cent increase to 
a total of $100,000,000 on the basis 
of a survey which he has been con- 
ducting. 

The loss ratio on such risks has 
been no less severe in Canada during 
recent years, with a total loss of 
$42,198,204 during the 1926-1935 
period. 

Lack of fire protection is consid- 
ered one of the major factors in the 
rural loss situation, and at the recent 
meeting of the National Fire Waste 
Council the Farm Underwriters As- 
sociation announced that it will 
henceforth grant a rate credit for 
such protection. The move is ex- 
pected to result in an increase in 
rural fire departments. 

The conditions whith must be 
present for the credit to apply include 
the presence of a telephone through 
which a fire can be reported; there 
must be a rural fire department prop- 
erly equipped within call, and the 
property owner must have an ade- 
quate supply of water within reach. 

Careless smokers and the wide- 
spread use of the old-fashioned 
“kitchen” match were blamed at the 
meeting for most rural fires. 

Defective wiring was given as an 
important rural fire cause by L. P. 
Dendel, Assistant Secretary of the 
Michigan Millers Mutual Fire Insur- 
ance Company, Lansing, largely be- 
cause farmers are prone to make in- 
stallations themselves instead of 
calling upon skilled electricians to 
do the work. He urged strongly the 
adoption in every state of an elec- 
trical inspection law similar to that 
recently adopted in Michigan, which 
he drafted and was largely instru- 
mental in having passed. 

e* @« ® 


British Columbia Code 


TWO SECTIONS OF THE INSURANCE 
\CT OF THE PROVINCE OF BRITISH 
Columbia may be affected by an 
amendment to the insurance code re- 
cently introduced by order-in-council. 
Their effect would be to permit Sas- 
katchewan companies to operate in 
British Columbia without maintain- 
ing deposits apart from the province 
in which its home office is located. 

Saskatchewan has enacted provi- 
sions permitting similar privileges to 
British Columbia companies. The 
move is in the direction of permitting 
insurers incorporated under provin- 
cial law to operate upon as favorable 
conditions as those incorporated un- 
der dominion law. 
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Two More States Reject 
Retrospective Rating 


TWO MORE STATES—MICHIGAN AND 
COLORADO — H AVE REJECTED THE 
retrospective rating plan for work- 
men’s compensation risks which 
stock insurance companies have been 
urging upon state insurance. com- 
missioners for some months past. 

Commissioner John C. Ketcham, 
before retiring from office in Michi- 
gan at the end of 1936, stated that 
there seems to be a wide disparity 
of opinion as to the retrospective 
plan’s desirability among the inter- 
ested parties, and indicated that its 
adoption would be unwise until it 
had proved its merit elsewhere. Or- 
ganized agents in Michigan have 
several times adopted strong resolu- 
tions criticizing the scheme. The 
Commissioner’s rejection was con- 
tained in a recent letter to the Na- 
tional Council on Compensation In- 
surance. 

The Colorado. Industrial Commis- 
sion was more specific in turning 
down the request of the Mountain 
States Compensation Rating Bureau 
for the approval of the plan. Its rea- 
sons were that not enough risks 
could qualify to make the plan worth- 
while; that a hardship would be 
worked on employes through the am- 
bition of employers to maintain a 
good experience rating; that the 
scheme would benefit the stock com- 
panies at the expense of the state 
fund; and that the industrial com- 
mission would be forced to add a 
number of employes to handle the 
extra work involved. 

ee @ ® 


Liability Rate Reduced in 
New York City 


THE NEW RATE OF $90 ON BODILY 
INJURY AUTOMOBILE POLICIES—A RE- 
duction from $95—will stand in 
New York City as the result of a 
recent hearing in which that city’s 
Mayor, Fiorello H. LaGuardia, re- 
newed before State Insurance Com- 
missioner Louis H. Pink his de- 
mand for a substantial reduction on 
the ground that New York automo- 
bile fatalities are much lower than in 
many cities having lower insurance 
rates. 

Credit for this result is given to 
the activities of the New York Dis- 


trict Attorney’s office during the past 
six months in prosecuting fake ac- 
cident claimants and ambulance 
chasers, and to the unremitting cam- 
paign which has been carried on by 
the city administration in the field 
of accident prevention. 

The controversy over automobile 
rates between the mayor and the in- 
surance commissioner has been going 
forward for some time, and has re- 
sulted in increasing general under- 
standing of the part that the public 
itself plays in setting public liability 
and property damage rates for auto- 
mobile insurance. Commissioner Pink 
stated in the early stages of the agi- 
tation for lower New York City 
rates: 

“T want to testify that there is a 
sincere desire on the part of the 
great majority of insurance company 
officials to place the business upon a 
basis which is fair not only to the 
companies, but to the public. Insur- 
ance companies do not make money 
from great hazards and high rates. 
Their money is made by wide diffu- 
sion of the business, with low hazards 
and low rates.” 


Casualty Actuarial Society 
Committee Appointments 


LEON S. SENIOR, PRESIDENT OF THE 
CASUALTY ACTUARIAL SOCIETY, RE- 
cently announced the list of those 
whom he has appointed to the stand- 
ing committees of the Society for 
1937. 

The Committee on Admissions 
consists of T. F. Tarbell, casualty 
actuary of the Travelers, Chairman ; 
G. F. Michelbacher, vice president 
and secretary of the Great American 
Indemnity Company, W. F. Roeber, 
general manager, National Council 
on Compensation Insurance William 
J. Constable, resident secretary of 
the Lumbermen’s Mutual Casualty 
Company at Philadelphia, and H. O. 
Van Tuyl, chief accountant of the 
London Guarantee & Accident Com- 
pany. 

The Examination Committee has 
a staff of eight Fellows by examina- 
tion, of whom the General Chairman 
is Ralph M. Marshall, assistant sec- 
retary of the National Council on 
Compensation Insurance. The other 
members are James M. Cahill, N. M. 
Valerius, David Silverman, Mark 
Kormes, Russell P. Goddard, Robert 
V. Sinnott and Harry V. Williams, 
Jr. 


(Continued on Page 27) 
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Back of the Trading in Any Commodity must Stand a Complicated System of Distribution 








THE COMMODITY EXCHANGE ACT 


A comparison of its objectives with the problem it has to meet. 


ROM every state in the Union 

and from many foreign countries 

orders flow to the Chicago Board 
of trade for execution. These orders 
are to buy or sell “future contracts.” 
Most of them originate with people 
who wish to speculate on the prob- 
able course of grain prices. They 
gain or lose as prices advance or de- 
cline. Were this the whole of the 
matter it might be argued that their 
trading is of no great social concern 
even though many of them can ill 
afford to risk substantial loss 
through the wheel of chance. 

Their trades, however, to a con- 
siderable extent determine the course 
of prices and thus affect millions of 
farmers, processors and consumers 
in the prices they receive or pay for 
every-day necessities. Not  infre- 
quently future trading upon our 
leading exchanges is of sufficient 
weight to give direction to the broad 
trend of business activity. It is these 
broader effects that make trading in 
futures of widespread importance. 


eee 
Who does the Speculating? 


T was not so many years ago that 
worth while information regard- 
ing commodity exchanges was ex- 
tremely meager. Before the passage 
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of the Grain Futures Act in 1922 
not even the volume of trading upon 


most of the grain exchanges was 


known and to this day the two lead- 
ing cotton markets,—the New York 
Cotton Exchange and the New Or- 
leans Cotton Exchange,—release no 
figures on trading activity. In more 
recent years, however, a substantial 
amount of information is to be had 
on grain trading and a few facts re- 
garding trading in other commodi- 
ties. Some of the more essential 
of these facts are here summarized 
to afford an adequate background for 
an understanding of the Commodity 
Exchange Act passed by Congress in 
June, 1936. 


There are approximately 25 com- 
modity exchanges in the United 
States which provide facilities for 
speculation through the medium of 
future contracts. Of these 25 ex- 
changes, the Chicago Board of Trade 
and the New York Cotton Exchange 
are by far the most important, ac- 
counting for over 75 per cent of the 
total trade. These 25 exchanges 


trade in about an equal number of 
commodities. Here again the trading 
is concentrated mainly in grain (ac- 
counting for about 65 per cent of 
total trading) and cotton (account- 
ing for about 25 per cent). Trading 
thus centers in grain and cotton on 
the Chicago Board of Trade and the 
New, York Cotton Exchange. 

Upon the Chicago Board of Trade, 
where information is more complete, 
these trades in futures are executed 
on the floor by brokers for their cus- 
tomers. The ‘orders are placed 
through brokerage offices scattered 
throughout the United States and 
abroad with, however, the greatest 
concentration in the Central West. 
A one-day cross section of this trade 
taken in 1934 revealed a total of 
13,000 customers in wheat alone 
with another 5,000 in corn.(’) The 
traders in wheat were carrying 157,- 
000,000 bushels of futures, the vast 
majority (92 per cent) in very small 
amounts ranging from 1,000 bushels 
to 25,000 bushels; a much smaller 
number carried contracts of larger 
size ranging up to one speculative 


1See Bagnell, ‘Analysis of open commitments in 
wheat and corn futures on the Chicago Board ‘of 
Trade, September 29, 1934,” a grain futures ad- 
ministration bulletin. 
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account of 3,000,000 bushels and one 
hedging account of 10,000,000 bush- 
els. The small speculative accounts 
represented mostly buyers of futures 
hoping for an advance in prices; 
most of the larger hedging accounts 
represented sellers of futures. 

When an examination was made 
of the usual occupatians of these 
traders they were found to sweep 
across the entire gamut of human 
endeavor, ranging from abstractors 
to yeast makers. There were 119 ac- 
countants and auditors, 55 advertis- 
ing, 13 architects, 10 army officers, 
397 attorneys, 24 barbers, 45 book- 
keepers, 11 beauty-parlor opera- 
tors, 1,025 housewives, 1,976 farm- 
ers, 523 physicians, and so on. A 
division was made of over 10000 of 
these traders into (1) an executive- 
professional group, and (2) a clerk- 
artisan group. In point of number, 
29 per cent belonged to the first 
group, and 71 per cent to the second. 

We have here a fair picture of the 
trading composition of one of our 
leading commodity markets. While 
these individuals may know a little 
more about grain prices than any 
other 10,000 average American citi- 
zens it is very doubtful whether they 
know much more. Certainly it can- 
not be said that they are experts in 
any sense of the word. 

e °e@ * 

The Nature of Future Trading 

ie is in place here to describe 

briefly the essentials of future 
trading because of the apparent mys- 
tery surrounding this subject. A fu- 
ture contract is to the one who buys 
it a purchase, and to the one who 
sells it a sale, for delivery at a future 
month. Usually, at the time of con- 
tracting, the month of delivery is 
from one to six months hence. Thus, 
on January 20, “A” might sell a 
10,000 bushel May wheat future to 
3” at $1.25 per bushel. If “A” is 
a speculator, he hopes the price of 
May wheat will advance to say $1.30 
so that he may sell out his long con- 
tract at a profit. Likewise if “B” 
is a speculator he hopes for a decline 
so that he may buy in his short sale 
at a profit. Through an elaborate 
clearing mechanism maintained by 
the exchange these contracts can be 
closed at any time prior to May 31 
by an offsetting trade; or, during the 
month of May, delivery may be made 
or received of the actual wheat. Very 
few contracts (less than one ber 
cent) materialize in actual delivery. 

Either “A” or “B” may, however, 
be hedgers instead of speculators. 
l‘uture contracts are used by hedgers 
as a form of price insurance against 
counter positions they may have in 
dealing with the actual commodity. 


JOURNAL OF AMERICAN INSURANCE 


Thus an elevator storage company 
or a flour mill might have on hand 
and unsold 1,000,000 bushels of 
wheat. If the price declines before 
they sell, a loss will be sustained. 
Accordingly they may sell short 
1,000,000 bushels of May wheat fu- 
tures as a hedge. If then they lose 
through a price decline on their ac- 
tual wheat they will make an off- 
setting profit on their futures short 
sale. Hedging in this fashion is the 
regular practice in this country 
among terminal grain and cotton mer- 
chants, shippers, millers and mer- 
chandisers. They rely upon a profit 
from their wholesaling and merchan- 
dising operations and avoid the 
hazard of market changes as far as 
possible. 


Future trading thus involves two 
broad classes of operators: specula- 
tors and hedgers. Annually they buy 
and sell billions of bushels of futures 
and carry forward from day to day 
as open contracts usually between 
100 and 200 million bushels. Similar 
trading and open contracts are in- 
volved in futures markets in cotton, 
butter and eggs, hides, coffee, sugar, 
rubber, etc.(*) 

e* ee @ 


Price Effects 

HIS trading is of social import- 

ance mainly because of the in- 
fluence it has had upon the direction 
and level of prices. Futures prices 
are closely linked to the price of the 
actual commodity. If trading results 
in futures prices being driven up, 
cash prices follow; and if down, 
cash prices also decline. It not in- 
frequently happens that prices are in 
one manner or another forced out of 
their natural course through the oper- 
ations of speculators trading in fu- 
tures. The underlying force may be 
false or misleading or exaggerated 
statements about crop conditions, it 
may be due to manipulation in the 
form of a so-called “squeeze” during 
the delivery month, or in an extreme 
case a corner; it may be due to the 
mass effect of over-trading by the 
public. 

More often than any other prices 
are moved to unusual limits through 
the force of large scale buying or 
selling on the part of market leaders. 
An unusual instance of this sort oc- 
curred in June and July, 1933, when 
a group of market leaders bought 
during this period over 14,000,000 
bushels of wheat futures to move 
the price from around $1.00 up to 
$1.28 only to be there thrown over- 
board to precipitate a wide break and 
a return again to a $1.00 level. Other 


(*)See Hoffman, Future Trading upon Organized 
Commodity Exchanges in the United States, Univ. 
of Penna. Press. 


instances similar to this have oc- 
curred in wheat during the past 10 
years as well as in corn, rye, sugar, 
cotton and other commodities. They 
need to be carefully weighed by those 
who would speculate in commodities. 
Their impact upon the trade in actual 
commodities is severe and in every 
instance damaging. 


Objectives of the Commodity 
Exchange Act 


ASED in the main upon such ex- 
periences, the Commodity Ex- 

change Act was passed in an at- 
tempt to at least minimize the im- 
portance of these erratic price fluc- 
tuations by controlling the forces 
causing them. This act is, in fact, 
the Grain Futures Act amended in 
the light of experience acquired in 
the latter’s administration. Viewed 
in this light the Commodity Exchange 
Act is not a “New Deal” measure. 
The commodities covered include 
wheat, corn, oats, rye, barley, cotton, 
butter, eggs, flaxseed, grain, sor- 
ghums, mill feeds and potatoes. 

sriefly the objectives are these: 

(1) To prevent the dissemination 
of false, misleading, or inaccurate 
reports concerning crop or market 
information. 

(2) To prevent manipulation of 
prices or the “squeezing” or corner- 
ing of the market. 


(3) To make unlawful any form 
of fraud, cheating or deception in 
connection with ‘trading, including 
the prohibition of bucketed orders, 
certain types of offset orders and of 
transactions known as _ privileges, 
“wash sales,” “cross trades,” ‘“‘ac- 
commodation trades,” and _ fictitious 
transactions of any kind. 


(4) To limit the amount of fu- 
tures any speculator may hold at any 
one time and to limit the rapidity 
with which such holdings can be ac- 
quired or disposed of. This provi- 
sion is directed toward large-scale 
operations of leading speculators 
whose trades in the past have fre- 
quently been of such size as to upset 
the equilibrium of the market, though 
there may have been no manipulative 
intent whatever in connection with 
such operations. 


(5) To register all futures com- 
mission merchants and floor brokers, 
requiring of each registrant a direct 
and lawful accounting to the Govern- 
ment for all transactions executed 
for customers as a condition prece- 
dent to the continuation of registra- 
tion. Without such _ registration 
brokers are forbidden to handle fu- 
tures orders for others. 

(Continued on Page 28) 
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HIT AND RUN 


By CURTIS BILLINGS 
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Speed Never Can be as Necessary as the Safety of Children 


T 3:30 p.m. the dismissal bells 
A rang through the corridors of 

the big suburban high school. A 
moment later children swarmed out 
the exits and escaped into the lan- 
guorous sunshine of a spring after- 
noon. From the heavy double doors 
at the rear of the building debouched 
hundreds who crossed a cinder road- 
way on the grounds to go home. 


A few minutes after the bells had 
rung, when the animated pedestrian 
traffic across this cinder strip was at 
its height, a car turned onto it from 
the paved street a block away. It ap- 
proached rapidly but those scattered 
youngsters who were first to meet it 


stepped nonchalantly out of its path. 
As it drew nearer its speed increased 
until a rate of at least 45 miles an 
hour was attained. The driver, 
utterly blind to or heedless of the 
people in his course, neither swerved 
nor dodged. Relentlessly- he came 
as if he were driving on a deserted 
country highway. 

As the car neared a compact 
group of students at the door of the 
building, the inevitable occurred. The 
students fled as best they could, but 
one small boy, Richard Mason by 
name, stumbled over a companion’s 
foot. As he fell he was struck by 
the bumper of the car and carried a 
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few feet. Then he slid. off the 
bumper and the car passed over him. 
The undercarriage of the machine 
savagely lacerated his body and a 
rear wheel crushed his leg. Never 
slackening his pace the driver con- 
tinued on his way. 

While the officials of the school 
were waiting beside the little muti- 
lated heap for the ambulance and the 
police, they questioned the horrified 
youngsters who had escaped so nar- 
rowly. They sought a description of 
the car, a description of the driver, 
the license number—any particulars 
that had been noted. 


The questioning netted them al- 
most nothing. Not a child had taken 
the number. No one had recognized 
the make of the car. Not a student 
among them knew the driver or even 
saw him clearly. Several who had 
been standing well to the side of the 
road were sure that the car was a 
gray open model and they thought 
that the driver was a young negro. 
Other information they did not have. 
The reason for the lack of circum- 
stantial details was easy to discover. 
On its swift career along the road- 
way the car had kicked up a thick 
cloud of cinder dust. As it ap- 
proached, all eyes were on the im- 
periled students. As it left the car 
was obscured by the dust. 

The police wrinkled their brows 
in perplexity as they aided the am- 
bulance men gently to lift the 
stretcher. 

Thus another hit-and-run driver 
apparently “got away with” the most 
brutal offense that can be committed 
with an automobile. I might say, for 
the peace of mind of the reader, that 
in this case the victim did not die. 
Theré was little delay between the 
accident and adequate medical atten- 
tion and he was young and healthy. 
But every year in the supposed civil- 
ization of the United States more 
than 2,000 hit-and-run victims do die. 
Some are killed outright; many 
linger broken and bleeding beside 
the highway to die alone for want of 
care. A good share of such accidents 
occur at night. 

ee ee ® 

HE brutality of the act is, in 

fact, equalled only by the mani- 
fest difficulty of apprehending the 
guilty driver. There is so little for 
the police to work with. The victim, 
if he survives, frequently can not 
help the police at all. He may relate 
the incident as follows: “I stepped 
into the street. Suddenly two head- 
lights came toward me. I jumped. 

Everything went black. I woke up 
here in the hospital.” 
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More often than not there are no 
witnesses, but if the driver was seen, 
as in the case related above, the de- 
scriptions are fragmentary and 
usually they vary disconcertingly. 
The offense, which is classed legally 
as a misdemeanor, differs vitally 
from most criminal acts. When a 
man is assaulted, there is usually a 
motive such as robbery or revenge. 
Here there is no motive. Nobody sets 
out deliberately to strike a particular 
person with a car. The detective’s 
best friend, the stool-pigeon, is of no 
help. No crime was planned of which 
he could gain an inkling. The per- 
petrator, moreover, is not a criminal 
in the common sense of that word. 
The chances are good that he never 
committed a serious illegal act before. 
And usually he is intelligent enough 
to mention the incident to nobody, 
not even to his wife. 

Because these difficulties are real 
and because police generally have not 
yet learned to cope with them, no 
earnest effort is made in most cities 
to apprehend hit-and-run drivers. 
To be sure, if a witness hands the 
police the license number of the car 
that did the hitting they will arrest 
the driver, but such a windfall is a 
rarity. When one considers the ob- 
vious hopelessness of the task, one 
is apt to sympathize with the police. 
“What’s the use?” they say. “Do you 
think we’re miracle men?” 

“But the driver of the car which 
struck down little Richard Mason 
at the school was apprehended. And 
he was punished. Most hit-and-run 
drivers can be caught.” 


The last paragraph is enclosed in 
quotation marks. It is a direct state- 
ment, word for word, from the lips 
of the policeman who has done more 
to solve the hit-and-run problem than 
any other man. It was the statement 
of Lieutenant Franklin M. Kreml of 
the Evanston, Illinois, police depart- 
ment, the officer who has perfected 
the technique of catching traffic 
criminals. 

ee @ ® 


E said that the driver who hit 

the boy was apprehended later 
that same day. It was, according to 
Kreml, not nearly so difficult a case 
as some. 


The investigating squad which ap- 
peared at the school learned one 
thing only about the driver who hit 
and ran. It was that he drove a gray 
open car. In addition the children 
thought the driver was a young 
negro. 

The officers at once called head- 
quarters and orders were flashed by 
radio to all squads to watch for a 
gray phaeton—any gray phaeton— 
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but particularly one driven by a dark 
young man or a negro. Then the 
squad commenced a systematic search 
of every garage and filling station 
in the vicinity. Stop after stop they 
made asking questions, searching, in- 
specting, running down clues that 
turned out not to be clues. This is 
discouraging work. Only men who 
know that more times than not it 
pays, can do it. 

In one of the more prominent 
garages they found an open car 
parked in a stall, a gray Wills St. 
Clair touring car. 

“Has that car been out today 
It was the routine question asked of 
the manager of the garage. 

“No,” he replied. “It’s been in all 
day. What kind of a car are you 
looking for?” 

“We don’t know.” 

“T hope you find it,” the manager 
said grinning amiably. 

One of the officers walked over 
and felt of the radiator of the Wills 
St. Clair. It was cold. He lifted the 
hood and ran his hand along the 
cylinder block. It likewise was stone 
cold. Fastening the hood down again 
he sauntered to the shop in the rear 
of the garage while his partner re- 
mained out front with the manager. 
In the shop he addressed a mechanic. 

“Who owns the Wills St. Clair?” 

“T don’t know,” the mechanic said, 
“but the manager can tell you.” 

“Has it been out today ?” 

“Not today. I been here since 
eight this morning and the car ain’t 
been moved.” 

Discouraged, the officer returned 
to the front. On the way, however, 
he walked around to the rear of the 
car and, to set his conscience definite- 
ly at ease, felt of the exhaust pipe. 

It was warm. ' 

Calling his companion they rolled 
the machine over a greasing pit and 
made a painstaking search of the 
undercarriage. With infinite care 
they inspected the axles and the 
knuckles and joints of the rods. The 
manager and the mechanic watched 
them remove something from a rod 
and deposit it in an envelope. Then 
the officers rolled the car back to the 
parking stall, bade the garagemen 
goodbye, and departed. 

They sped first to the hospital and 
secured the clothing of Richard 
Mason. Then they returned to head- 
quarters and took off their coats and 
sidearms in the Bureau of Identifi- 
cation. Identifying a strand or two 
of grimy, grease-covered thread (for 
that was what they had in the en- 
velope) even with a microscope is not 
always accomplished in a moment. 
But it was done. Under the lens it 


Phe 


was soon plain that the threads had 
come from the sweater and pants 
Mason wore. 

The rest was easy. Returning to 
the garage, they rounded up the em- 
ployes. 

“You are all under arrest,” they 
said. “Every man here will, within 
an hour, be formally charged with 
harboring a criminal (they made it a 
little strong, for effect) ; so you had 
better begin to close up the place.” 

The manager was, of course, 
frantic. He confessed. 

“You got the right car all right,” 
he said. “But for lord’s sake, don’t 
make me close the garage at this time 
of day. That’s the car that hit the 
boy.” 

“Who was driving it?” the officers 
wanted to know. 

“Tt was like this. Norm Bunner is 
one of our salesmen. He’s got a kid 
who won’t go to grammar school ; 
he’s way behind and refuses to go; 
so to keep him out of mischief I 
obliged Bunner by giving him a job 
around the garage. This afternoon 
when the chap who owns the Wills 
St. Clair stopped by, I sent the kid 
to take him home and bring the car 
back. But the kid didn’t come di- 
rectly back. He went for a joy ride. 


“When he did return, he was as 
white as a sheet and trembling. He 
told us what had happened and 
begged me to protect him. Well, I’m 
human. I didn’t want to get the kid 
into trouble and his father’s a good 
friend of mine. So I sent him home 
and we flushed the radiator of the 
car to cool it.” 

The job of the police was done. 
They had demonstrated again that a 
hit-and-run driver can not “get away 
with it” in their town. The juvenile 
court did the rest. Incidentally, you 
will recall that the driver was re- 
ported to be a negro. The children 
at the school made the mistake be- 
cause the truant’s face had grease 
on it. He must have looked all black. 


HILE the reader will admit that 

Y he is impressed with the clever- 
ness with which the officers pro- 
ceeded in this case, he may also be 
impressed by the sheer good luck 
which accompanied them. If, for 
example, the driver had been from 
out of town and had driven twenty 
or thirty miles after the accident, the 
car would not have been found. If 
the lad had been struck by one of 
the smooth fenders of the car, his 
clothes would not have snagged and 
no threads would have been left as 
evidence. If .. . There were countless 
circumstances which favored the 
police in their search. Wasn’t this, 
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after all, an exceptional case, one 
which-the Lieutenant would natural- 
ly boast of ? ; 

The answer is that of course the 
officers were lucky to find the clues 
which enabled them to solve the 
mystery. It would not have been 
solved without them. They don’t 
solve every case, because they can’t 
always find clues—even though they 
may be right before their eyes. Their 
motto is: Seek and usually ye shall 
find. It is not a bad motto. 


One must also remember that it 
was not luck that led the men from 
garage to garage until they located 
the car. They knew the most likely 
places for it to be. Also it was not 
luck that they felt of the exhaust 
pipe, nor did they just happen to 
search the undercarriage for the 
threads. They knew what to look for 
and where. And to know this much 
is to have traveled half way toward 
success. The trouble with the police 
in most cities is that they don’t even 
look. 


Here is a case of an entirely dif- 
ferent kind in which, if you insist, 
the police were just as lucky. Maybe 
more so, but scores of cases like it 
have been solved. 


In front of the Patten Gymnasium 
on the campus of Northwestern Uni- 
versity are two particularly ornate 
and expensive street lamps. One 
morning a call came from the uni- 
versity to the Bureau of- Accident 
Prevention of the Police Department 
reporting that one of these posts had 
been struck. A squad arrived. 

They found one of the handsome 
posts tipped at an angle of 45 degrees 
and the remains of the luminaire ly- 
ing on the ground near the shattered 
base. Since lamp posts are frequently 
the victims of hit-and-run drivers, 
the men viewed the wreckage with 
deep disgust. 

“Another one of the d.. . things.” 

What to do about it? The accident 
occurred sometime during the night 
and the gymnasium fronts on Sheri- 
dan road, the main artery for north- 
and south-bound traffic from Chicago 
through the northshore suburbs. 
Probably 3,000 cars had passed the 
place during the previous twelve 
hours. Would it be possible to find 
the guilty driver? 

Not without looking carefully. 
And, again, not without knowing 
what to look for and where. 

The annoyed policemen trudged 
the neighborhood for hours searching 
for witnesses. They rang every door 
bell in a radius of a block. They 
sought out the night watchmen of 
the university. They attempted in 
every way they knew to find some- 
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body who saw the incident or even 
heard the crash. No luck. 

They returned to the scene and 
made a thorough search of the ter- 
race and the street near the demol- 
ished post and inspected the post 
itself. Not far away on the ground 
they found a small, triangular, con- 
vex piece of chromium screening. It 
was obviously from the horn of an 
automobile, the screen that keeps 
bugs, stones and dirt out of the 
device. About three feet up on the 
green metal post, now tipped drunk- 
enly on its side, they saw some choc- 
olate colored paint, a little bit of it. 
This they scraped into an envelope. 

Returning to the police station 
they studied automobile parts cata- 
logues and at last made a partial 
identification. The screening looked 
as if it was the type used in the horns 
of the 1933 Buick. Here was the first 
semblance of a clue—but there are 
many Buicks. Would it be possible 
to determine which one it was that 
lost the part? 

Perhaps. They hastened to the 
local manufacturer’s representative. 
First their partial identification of the 
screen was verified. It was indeed 
from a 1933 model. Then the officers 
drew out the envelope containing the 
specks of paint. A color chart was 
produced and it was determined that 
the paint came from the fender of a 
brown and cream colored sports 
model produced by Buick in 1933. 
It was fairly positive that both the 
screen and the paint came from the 
same car. 

The next step was to locate the 
car. The manufacturer’s representa- 
tive had a suggestion here. 

“Comparatively few of that model 
were sold,” he said. “Let me look 
up the retailers’ records on the north- 
shore.” 

He did so, and discovered that be- 
tween Devon Avenue, which is south 
of Evanston, to the Cook County line, 
which is miles north of Evanston, 
only six of that particular model had 
been sold. The police took the ad- 
dresses of the owners and started 
out. In the garage behind the home 
of the third owner on the list they 
found the car. Through the window 
they saw that the front end was 
smashed. One horn had lost its screen 
and on the right front fender which 
was badly crumpled up was some 
green paint which resembled closely 
the color of the damaged lamp post. 

Armed with this evidence, the of- 
ficers rang the door bell of the house. 
The owner of the car was at home. 
They put their question unceremoni- 
ously. 

“Did you strike a lamp post in 
front of the Patten Gym last night ?” 





January, 1937—15 





The man looked surprised. He 
drew back. Then, sheepishly, he 
smiled and confessed. He stood the 
cost of restoring the post—about 
$180—and paid a stiff fine for leav- 
ing the scene of an accident. 

Clear it was that something more 
than luck has played its part in giving 
Evanston its enviable record. If one 
studies the statistical record of the 
city one begins to appreciate how 
very enviable that record has been. 

e® @ ®@ 


EAR in and year out a higher 

percentage of hit-and-run driv- 
ers are apprehended in Evanston 
than in any other jurisdiction in the 
United States, possibly in the world. 
Luck could not accomplish this. The 
work of investigating accidents there 
to determine who did the damage was 
begun in 1930. In the six years end- 
ing with December 31, 1935, 619 hit- 
and-run cases were reported in the 
city. Four hundred eighty-six of the 
drivers were apprehended and no 
fewer than 348 convicted. This is 
an average of 103 cases a year with 
81 apprehensions and 68 convictions. 
Comparisons with other cities are im- 
possible because corresponding rec- 
ords are unavailable, but it is illu- 
minating to compare the record with 
Evanston’s own experience before 
the police set out consciously and de- 
terminedly to “get” the driver who 
hits and runs. In 1928, which was 
a typical year, 62 such accidents 
were reported. Only eleven of the 
drivers were arrested (six of these 
through the efforts of civilians) and 
only five convicted. 





The observant reader will have no- 
ticed that more cases in which drivers 
hit and run seem to be occurring now 
than. before the work was begun. 
Only 62 cases were reported in 1928 
while an average of 103 annually 
have reached police records since 
1930. Perhaps a little glory will have 
to be subtracted from the grand to- 
tal that the police undoubtedly de- 
serve. But no. As a matter of fact 
since 1930 the actual number of 
cases has been declining. Prior to that 
year the citizen who suffered at the 
hands of a hit-and-run driver (pro- 
viding the damage was not too great) 
submitted to his loss philosophically. 
Why tell the police? They made no 
effective efforts to catch the guilty 
man. Today, on the contrary, prac- 
tically all cases are reported, even 
when the damages have been slight. 
These comparatively trivial cases 
swell the total. 

Further evidence of this decrease 
is seen in the city’s “lamp post” ex- 
perience. Damaged posts have al- 
ways been completely reported. 
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From August 1, 1932, when the 
present illumination system was in- 
augurated, until the first of the new 
year—a period of only five months— 
21 of the posts were wrecked by hit- 
and-run drivers. But nineteen of 
the drivers were caught and, in ad- 
dition to paying for the post, were 
fined. This record has continued 
since. As a consequence very few 
drivers who hit posts nowadays run 
away: only twelve did so during the 
whole of 1935, a reduction in such 
cases of 75 percent. 


Some cases are more difficult than 
others. One day a woman was hit 
and killed by a Ford roadster, the 
driver of which promptly disap- 
peared. One of the star investigators 
worked night and day for three 
months before he solved the case. 
3y that time he had investigated 200 
cars which answered the description 
given. Other cases are very simple, 
as when a squad by chance sees the 
accident, gives chase to the driver 


who runs, and arrests him. Then, 
occasionally there occurs a_ freak 
case. 


Late on a Wednesday afternoon a 
well-dressed man strode into the po- 
lice station. He was barking with 
anger. That morning he had pur- 
chased a new and expensive car. In 
the afternoon he and his wife had 
taken a short ride, then parked it in 
front of a friend’s house while they 
paid a call. They were playing a 
hand of bridge when they heard a 
terrific crash. Running out they dis- 
covered that the back of the new 
car was a wreck. The driver who 
rammed it had disappeared in his 
machine down a nearby alley. 

The police found the car a sorry 
sight. The whole rear end was 
bashed in. The rear lights and spare 
tire were demolished and the gasoline 
tank, a large one, was bent double. 
It was completely folded up. For 
more than an hour the squad 
searched for a clue, but found 
nothing. The guilty driver had left 
not the slightest distinguishing mark 
behind him. There was no paint; 
there were no tire tread marks on 
the pavement; no broken parts of 
his car had fallen to the ground. 
The case appeared hopeless. 

The owner finally asked one of the 
officers what he supposed it would 
cost to repair the car. 

“Well, you'll have to get the body 
straightened out,” the policeman re- 


plied sympathetically. “It’s a shame. 
You will need new tail lights and a 
new spare tire and supports for it. 
You will surely have to have a new 
gasoline tank too. 
one’s bent.” 


Look how this 
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While he talked he slid an iron 
pipe into the deep crease of the tank 
and attempted to pry out the fold. 
He pressed hard and it straightened. 
Then he jumped back as if he had 
been bitten by a snake. There in the 
crease of the battered tank lay the 
front license plate of the car which 
had done the damage. 

“The job won’t cost you a cent!” 
he cried. And it didn’t. 

ee @ @ 

VERY imaginable kind of clue 

has been used to find a guilty 
hit-and-run driver. Among broken 
automobile parts which have led the 
police unerringly to the guilty man 
are spring clips and leaves, fenders, 
running boards, hub caps, lamps and 
the rims and lenses of lamps, horns, 
and radiator ornaments. Photo- 
graphs of the imprints left by tires 
in mud and snow have been used to 
trace the car. Suspected machines 
have been identified when the off- 
cers found on them scraps of cloth- 
ing, hair, blood, paint and all manner 
of indentations and damages. 

After an accident has occurred all 
squads watch for the car which was 
driven away from the scene. The 
most likely places for intensive 
search are filling stations and garages 
where a damaged automobile may be 
taken for supplies or repairs. Fre- 
quently, however, a driver is too 
canny to drive to a public garage at 
once. He keeps his car hidden in 
his private garage for a week or so 
until, he hopes, the police have for- 
gotten about the case. But the police 
have caught on to this little ruse. 
They make subsequent searches one 
week and sometimes two weeks later. 
Frequently when they pick up an 
automobile part at the scene, the 
police arrange with garages and ac- 
cessory stores to notify them when 
that part is ordered. In this way 
many cases have been cleared up. 

It might be well to mention here 
that assignments to hit-and-run cases 
in the Bureau of Accident Preven- 
tion stick. Once an officer is assigned 
to a case, that is his case until it is 
solved. Always on the sergeant’s 
desk are the “investigation pending” 
cards. A case may require many 
months or it may never be solved. 
But the card is there to mock the 
assigned officer. 

Sometimes it pays the investiga- 
tors to revisit the scene of the acci- 
dent a day or a week after the 
occurrence. 

A few minutes before five o’clock 
one afternoon a driver crashed into 
a parked car on one of the residential 
streets and drove on. This driver 
did not leave a calling card safely 
tucked away in the gasoline tank of 








the damaged machine, nor was there 
any other clue that the officers could 
follow up. A _ painstaking search 
failed also to reveal a witness. The 
police of Evanston are frank to ad- 
mit that cases such as this are fre- 
quently not solved. 

But they do not give up without 
turning each of the proverbial stones. 
This accident occurred a few min- 
utes before five. They arrived a few 
minutes after the hour. Perhaps, 
they reasoned, a route man of one 
kind or other, delivering mail or 
groceries or what not, was nearby. 
Maybe he comes this way every af- 
ternoon at the same time. He would 
have been gone yesterday when we 
arrived, but he would be back today. 
Witnesses have been found on a 
second or third visit to the scene. 

The next day before five o’clock 
the officers were back at the place, 
but no route man appeared. They 
saw, however, a gang of street la- 
borers farther along who were pre- 
paring to stop work for the day. 
They decided to question the fore- 
man. 

“Sure we were here yesterday. 
We been patching this street all 
week. Yesterday we were back 
there.” And he pointed to the place 
where the car had been struck. 

“Then you must have seen a car 
come around that corner and collide 
with one that was parked at the 
curb.” 

“T tell the world we seen it. It 
almost hit Jo Polito. Jo, he was 
awful mad.” 

“Did you take the number of the 
car ?” 

“No, but Jo, he took it. He was 
mad.” 

“Where’s Jo?” 

“He’s home sick today.” 

The officers got Polito’s address 
and hastened to his house. Yes, he 
had taken the number but, lacking 
pencil and paper, he had scratched 
it with a piece of red brick on the 
concrete foundation of the apart- 
ment building that abutted the alley 
at the place. The officers found it 
there and shortly had the driver un- 
der arrest. 

The cases which have been de- 
tailed are sufficient to give the reader 
an idea of how hit-and-run drivers 
can be apprehended. I daresay he 
also realizes how very tedious and 
difficult this work is. Still another 
aspect of it ought to be mentioned. 

It is that all difficulties have not 
been surmounted when the car 
which did the damage has_ been 
found and identified. Who was driv- 
ing the car at the time? After all, 
it is the man, not the car that police 
seek. 

(Continued on Page 26) 
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University Teachers of Insurance 
Discuss Live Topics 


Toc annual meeting of the As- 


sociation of University Teach- 

ers of Insurance, held at the 
Congress Hotel in Chicago on De- 
cember 28, developed some of the 
most interesting discussions that the 
organization has yet heard. It was 
notable that representatives of com- 
panies, agencies and brokers’ offices 
composed a considerable portion of 
the audience and, as if in recognition 
of this public interest, the policy- 
holder side of the insurance business 
was well emphasized. Indeed, the 
companies came in for more than a 
little vigorous, though courteous, 
criticism, and underwriters and ad- 
justers might easily have felt their 
ears burn when alleged flaws in poli- 
cies were pointedly referred to. De- 
fense was not wanting, of course, 
but the net result of the meeting 
cannot but be constructive and cer- 
tainly a new impetus was given to 
the movement recently launched to 
revise the fire policy. 

Professor Ralph H. Blanchard of 
Columbia University, and President 
of the Association, had charge of the 
gavel and kept the sessions going 
along at a good pace with brief intro- 
ductions and pertinent comments 
here and there. At the front desk 
also sat Professor Frank G. Dickin- 
son of the University of Illinois, 
who has attended to secretarial du- 
ties for a number of years. 

Because of the illness of Professor 
H. G. Lohman of the Wharton 
School of Finance and Commerce, 
his report of the Committee on 
Standards and Topics for courses of 
insurance was read by Professor J. 
E. Partington of the State Univer- 
sity of Iowa. The recommendations 
embodied ‘a comprehensive list of 
subjects and are designed to give 
as broad a representation as pos- 
sible of all the essentials of in- 
surance, together with some attempt 
to inquire into practical problems. 
This latter angle was declared espe- 
cially important by Professor S. H. 
Nerlove of the University of Chi- 
cago in commenting on the report. 
He urged that the buyers’ point of 
view be studied and the relation of 
life insurance to both the needs of 
the individual and to the capital 
structure of the nation be carefully 
analyzed. 

ee @ ® 
R. ALFRED MANES, veteran 
European insurance scholar and 
Patten Foundation Professor of In- 
surance at the University of Indiana, 





took the view that insurance instruc- 
tion should be closely linked with the 
study of economics and, while ex- 
cursions may be made into allied sub- 
jects, the main emphasis should be 
on problems of insurance in relation 
to finance and commerce. He sug- 
gested that companies support the 
formation of an insurance library of 
large proportions such as for many 
years was in his charge in Germany. 
A striking paragraph of his talk 
was: 

“Perhaps you will allow me to make 
another observation: rather often, esp- 
cially in the textbooks of economics, we 
find that insurance is too closely linked 
with speculation and gambling, and the 
so-called self-insurance, although there 
would seem to be no greater contrast than 
that between these activities and real in- 
surance. This seems to me most inappro- 
priate, inasmuch as it tends to prejudice 
the students against insurance.” 

Professor J. B. Winslow of the 
University of Toledo pointed out 
that in many colleges there was need 
for two types of courses—one for 
those going into the insurance busi- 
ness as a profession, and one for 
those who needed a knowledge of 
insurance as part of their equipment 
for general business life. 

It was the idea of Professor A. H. 
Mowbray of the University of Cali- 
fornia that stress must be laid on the 
practical because of practical limita- 
tions. ‘Processes,’ he said, “‘in 
general are not so readily taught to 
the average student as are objec- 
tives”; a point which he illustrated 
by asking how can you teach rate 
making except to those with engineer- 
ing experience. He also referred to 
cases where unfortunate insurance 
legislation had been passed because 
of a lack of understanding of the 
real issues involved. 

Professor Laurence Ackerman of 
the Wharton School and the Univer- 
sity of Newark went further into 
recommendation of practical courses 
by telling of the need his students 
had expressed for material to be in- 
corporated into selling talks. 

A new note was sounded by Pro- 
fessor H. Berolzheimer of North- 
western University when he spoke of 
“almost a need of the public to build 
up immunity against insurance 
agents. He favored a broad general 
course with better training for those 
going into the business. 

C. L. Parry of the Metropolitan 
Life Insurance Company presented 
a report of the Committee on Insur- 
ance Bibliography and exhibited the 
first results of a compilation made 
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by that group of the available litera- 
ture, both published and unpublished, 
on insurance subjects. A pamphlet 
giving this information was distrib- 
uted, the publication of which had 
been sponsored by the Hardware 
Mutual Casualty Company in collab- 
oration with the Insurance Library 
Association of Boston, National 
Bureau of Casualty and Surety Un- 
derwriters, Metropolitan Life Insur- 
ance Company, Employers Mutual 
Insurance Companies. 

Several changes were made in the 
program because of illness among 
the scheduled speakers. Director 
Ernest Palmer of the Illinois De- 
partment was slated to talk at the 
luncheon between sessions. He was 
unable to be present but his place 
was taken by Doctor Manes on short 
notice, who spoke on the subject 
“Insurance Practice and Theory.” 
Excerpts from the text of his speech 
will be found on another page. 

ee @ @ 


T the afternoon session Profes- 

sor George W. Goble of the 
University of Illinois, after review- 
ing the history of the old New York 
Standard fire insurance policy and 
the revised New York policy, made 
a rapid survey of some of the faults 
of these two contracts. Several of 
the shortcomings pointed out were 
cited as ridiculous remainders of 
outworn customs and not a few of 
them were decidedly to the discredit 
of the companies, whose only de- 
fense was said to be that “if they 
believed the claimants to be honest 
they would pay the loss despite the 
violation of a condition.” 

Considerable stress was laid by 
Professor Goble on the injustice of 
writing policies in such careless man- 
ner that they are void if the prop- 
erty covered is jointly owned. A 
startling result of such practice was 
uncovered when statistics were ex- 
hibited showing that out of five hun- 
dred and thirty-eight policies exam- 
ined in Urbana and Champaign, 
Illinois, twenty-eight per cent of all 
the fire insurance policies’ on real 
property and fifty per cent of the fire 
policies issued on jointly owned real 
property were absolutely void and 
unenforceable—the owners among 
them deans and professors in the 
University of Illinois and prominent 
business and professional men of the 
two cities. 

Definite remedies for the correc- 
tion of the injustices described were 
suggested as follows: 

OW can these evils be corrected with- 

out doing injustice to underwriters? 
I suggest that consideration be given to 
the following proposals: 


(1) Strike out all the paragraph en- 
titled “Ownership, etc.” except the clause 
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prohibiting an assignment of the policy 
before loss. That would mean the elimi- 
nation of the clauses voiding the policy 
because of unconditional and sole owner- 
ship, lack of fee simple title in the land, 
commencement of foreclosure proceed- 
ings, or transfer of interest, title or pos- 
session. 

Omission of the unconditional and sole 

ownership clause is, however, but a par- 
tial remedy. Omission would save the 
policy from invalidity, but since a fire 
insurance policy is an indemnity contract, 
and since the policyholder has but a par- 
tial interest, he could recover for only a 
pro rata share of the loss. It has been 
so held in Massachusetts’, where, as I 
have said, the clause is not used. 
(2) <A clause should be added which will 
permit a recovery of the full loss, pay- 
able to the owners as their interests may 
appear, or to the policyholder in trust for 
the owners as their interests may appear. 
The justification for this is that the in- 
sured intended to purchase and actually 
paid a sufficient premium for protection 
of the other interests as well as his own, 
and the underwriter intended to give full 
protection against loss. Therefore it seems 
to me desirable that the following clause 
be added to the policy: 

If at the time of any loss to the 
property covered by this policy, it ap- 
pears that the insured is a life tenant 
with a remainder in one or more 
other persons, or is a community 
property co-owner with another per- 
son with respect to the insured prop- 
erty, or it appears that one or more 
other persons are joint tenants, tenants 
in common, tenants by the entireties, 
or tenants in partnership with the in- 
sured with respect to the insured 
property, such other persons, if and 
in so far as the property is not other- 
wise insured by them or on their be- 
half against such loss, shall be en- 
titled to the benefit of this policy as 
their interests may appear, provided 
that full performance rendered to the 
insured in behalf of all persons inter- 
ested in the insured property shall in 
any event constitute a discharge of 
the insurer’s obligation hereunder. 

(3) To eliminate the confusion result- 


ing from varying constructions placed 
upon the “transfer of interest, title or 
possession” clause, and also to reach what 


seems to me to be a more equitable result, 
I suggest the following, which is similar 
to a provision used in English policies.” 

If, at the time of any loss to the 
property covered by this policy, the 
insured shall have contracted to sell 
his interest in such propery and the 
deed shall not have been delivered, or 
the full purchase price shall not have 
been paid or possession shall not have 
been given, the purchaser upon the 
delivery of the said deed, if and in so 
far as the property is not otherwise 
insured by or on behalf of the pur- 
chaser against such loss, shall be en- 
titled to the benefit of the policy so 
far as it relates to such loss, without 
prejudice to the rights and liabilities 
of the insured or the company under 
this policy prior to the date of the de- 
livery of the deed. 

(4) Strike out the paragraph which 
makes the policy unenforceable while en- 
cumbered by a chattel mortgage. 

S against the position taken in these 

proposals, it can be said with consid- 

erable persuasiveness that an insurance 


1Ritson v. Atlas Assur. Co., 171 N.E, 448 
7Emanuel, M. R., Insurance Law, Theory and 
Practice, p. 496 (1931). 





JouRNAL OF AMERICAN INSURANCE 


policy is a purely personal contract, and 
in effect insures only the named insured 
against any loss he may sustain as a re- 
sult of the destruction of the described 
premises, and that to protect owners of 
other interests in the same property is a 
departure from this principle. It is to be 
admitted that there is ample support in 
the cases for this theory. But the theory 
already has been departed from in a num- 
ber of instances,* and it certainly is not 
a necessary position to take. The theory 
should still be adhered to where specified 
interests are insured as, e.g., that of a 
mortgagee, a lien holder, a life tenant, 
etc. But where the policy purports to in- 
sure the “property,” there is good reason 
for saying that it insures all interests 
in the property whoever may own them. 
One of the reasons for this view is that 
the layman looks upon insurance as at- 
taching to the ownership of the land and 
passing with it when it is transferred. 
Likewise he ordinarily understands and 
relies upon it as a complete coverage of 
all interests involved. And since, if the 
facts wre fully known by the under- 
writer, the names of all intcrested partics 
would be inserted as payees of the policy 
as a matter of course, I see no serious 
objection to adopting the layman’s view 
of the nature of the contract. The adop- 
tion of such a theory would result in the 
supplying of a wider and more dependable 
service which in the long run would bring 
lasting credit and strength to the institu- 
tion of insurance. 
e @ 

HE discussion of Professor 

Goble’s paper was led by Am- 
brose Kelly of the American Mutual 
Alliance, who pointed out that any 
movement for revision of the present 
standard fire policy is at present re- 
garded with disfavor by the stock 
fire insurance companies generally. 
Mr. Kelly expressed the opinion that 
it would be difficult to secure legis- 
lation providing for a new policy 
against such opposition and _ sug- 
gested that one of the tasks facing 
the proponent of a revised policy was 
the education of the fire insurance 
executives themselves to the need 
and desirablity of a revision. He 
stated that standard provisions for 
automobile liability policies have 
been placed into effect in all states, 
except Texas, by joint action on the 
part of the stock and mutual organ- 
izations in the casualty field, and 
recommended that present statutes be 
changed to permit a similar flexible 
procedure in the field of fire insur- 
ance if it could be done through con- 
stitutional means. 

In discussing the moral hazard 
clauses, Mr. Kelly spoke of the im- 
portance of moral hazard from the 
standpoint of the fire insurance un- 
derwriter and emphasized that moral 


(*) That the claims of underwriters relative to 
the percentage of fraudulent fires is probably grossly 
exaggerated, see Hardy, Risk and Risk Bearing, p. 
292 (1923): Moore, F. C., Fire Insurance and 
How to Build, pp. 43-45 (1903): Proceedings of 
the National Board of Fire Underwriters, pp. 119- 
125 (1927); Patterson, The Transfer of Insured 
Property in German and American Law, 29 Colum. 
. Rev. 691, 704, 705 (1929); Cohen, Encum- 
brancing the Realty as Affecting the Moral Hazard 
in Fire Insurance, 24 Colum. L. Rev. 605, 612, 
613 (1924). 


hazard is affected by the interest of 
the policyholders in the property 1n- 
sured. Further he said the insurance 
company was entitled to a correct 
statement of the policyholder’s inter- 
est at the time the policy was written 
and to notice of any changes in that 
interest. Responsibility for the con- 
ditions which Professor Goble found 
at Champaign and Urbana should be 
blamed upon the producing machin- 
ery rather than upon the policy form 
and revealed the need for educating 
agents and brokers as to the condi- 
tions and requirements of the pres- 
ent policy. 

Professor Edwin W. Patterson 
of Columbia University in introduc- 
ing his comment concurred generally 
with the position taken by Professor 
Goble. He indicated however that 
the underwriters were entitled to 
know the interest of the policyholder 
in property insured but felt that the 
burden of securing this information 
should rest upon the companies per- 
haps through their brokers and 
agents. The text of the body of his 
talk will be found on another page. 

Prof. Blanchard interjected the 
information at this point that in Eng- 
land a questionaire filled out by the 
insured took care of supplying much 
of the information needed for the 
purposes referred to. Also several 
representatives of companies and 
brokers briefly defended the good 
purposes of the carriers on the 
theory that honest losses were in- 
variably paid. 

ee @ @® 

HE last address of the day was 

delivered by E. W. Sawyer, As- 
sistant General Counsel of the Lib- 
erty Mutual Insurance Company, 
who advocated the development of 
an all-cover liability policy by the 
insurance companies. Mr. Sawyer’s 
paper, a penetrating analysis of the 
liability problem and possible meas- 
ures for its solution, was of such in- 
terest that we have reprinted his en- 
tire paper in full text, starting on 
page 21. 

In discussing Mr. Sawyer’s paper, 
Allen I. Wolff of Chicago, former 
president of the National Association 
of Insurance Agents, endorsed most 
of the ideas expressed, with particu- 
lar emphasis on the need for a single 
policy in order to avoid conflict be- 
tween overlapping carriers and the 
possibility that essential coverage 
might be overlooked. Mr. Wolff 
emphasized the necessity for the 
services of a trained insurance coun- 
sellor in the writing of liability insur- 
ance under any circumstances, and 
particularly where a comprehensive 
policy was used. He pointed out that 
comprehensive policies are already 
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being used but on a comparatively 
small scale; that personal liability 
policies giving very broad general 
protection are available at the pres- 
ent time; and that the trend is defi- 
nitely in the direction pointed out as 
desirable by Judge Sawyer. 

Mr. W. A. Sullivan, Insurance 
Manager of the Loose-Wiles Biscuit 
Company, and representative of the 
Insurance Buyers, stated that one of 
the fundamental problems in liability 
insurance is to determine when a pol- 
icyholder is legally liable. He ex- 
pressed concern at the tendency on 
the part of some companies to settle 
all claims on the basis of their nui- 
sance value without a complete in- 
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tended that payment made where no 
legal liability existed distorted the 
insurance experience and resulted in 
increased rates. Mr. Sullivan ad- 
mitted that many insureds are anxious 
to have claims paid in order to pre- 
serve good will but insisted that such 
payments should be charged to ad- 
vertising. He added, however, that 
there was a large class of insureds 
who would like to secure protection 
against only their legal liability at a 
rate which was not affected by com- 
promise and nuisance settlements. 
In concluding, Mr. Sullivan stressed 
the importance of efficient claims de- 
partments and suggested that the 
companies give more attention to 
this branch of their business. 





vestigation of the merits and con- 











Dicession of Fie Policy Reviiun 
By EDWIN W. PATTERSON 


me. AAs OF LAW— 


OMING now to the moral haz- 
ard, the term “moral hazard” 
will bear a little further analy- 

sis. In its broadest sense the term 
may be taken to include the danger 
of the pyromaniac and the threat of 
the revengeful employee of the in- 
sured as well as the possibility that 
the insured will cause a fire to be 
started with fraudulent intent. It 
also includes the hazard of fires due 
to negligence, the failure to take pre- 
cautions, or a risk for which some 
writers have proposed the french 
term hasard morale. Thus moral 
hazard includes (a) the risk of fire 
caused by an act or omission of the 
insured either (1) negligently, or 
(2) with intent to defraud the in- 
surer; and (b) the risk of fire 
caused by an act or omission of some 
person other than the insured and 
without the insured’s connivance 
either (1) negligently, or (2) with 
willful intent. 

Have the four moral hazard clauses of 
the fire insurance policy any bearing upon 
the third-party moral haard? It is dif- 
ficult to see how this could be any more 
than a chance correlation between either 
the fact of limited ownership or the fact 
that a building is on leased ground, or 
the fact that a change of interest has oc- 
curred, or the fact that mortgage fore- 
closure proceedings have been commenced, 
and the fact that a pyromaniac or a grudge 
bearer or any other person willfully sets 
fire to the insured premises. As far as I 
know, no one has ever suggested that the 
moral hazard clauses serve as a protection 
against the third-party moral hazard and 
the exception made for “change of oc- 
cupants without increase of hazard” indi- 
cates that the draftsmen of the Standard 
Form had no such objective in view. 
Thus, one can eliminate from considera- 
tion a substantial group of moral-hazard 
fires, those caused by the crime of arson, 
which consists, by the English common 
law, in setting fire to the property of an- 
other with intent to cause harm. 


*See Reference on Page 18. 
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O the moral hazard clauses afford any 

protection against the risk of fires neg- 
ligently caused by the insured? By “neg- 
ligently” I mean inadvertently, as opposed 
to an act or omission of the insured mo- 
tivated by a desire to see a fire occur. An 
insured who deliberately refrains from 
taking steps to put out a small fire once 
started is not merely neglect; he is will- 
fully causing the fire loss. Negligent fire 
losses are within the coverage of the fire 
insurance policy, and it seems difficult 
to believe that the insurance companies 
intended to exclude or to minimize such 
losses by inserting the moral hazard 
clauses. As Professor Goble has pointed 
out, this conclusion is supported by the 
fact that the policy permits change of 
occupants without increase of hazard; and 
increase of hazard has not generally been 
held to include the moral character or 
habits of care of the occupant. It may 
be true that owners of limited interests 
will probably take fewer precautions 
against fire than sole and unconditional 
owners; but so do tenants from month- 
to-month. Such inconsistencies argue 
against the conclusion that negligently 
caused fires were within the purview of 
the draftsmen of these clauses. 


Fraudulently burning by the insured or 
by his connivance was the risk primarily 
intended to be avoided by these clauses. 
I am not prepared to deny that they do 
enable insurance companies to defeat 
some claims based upon fires fraudulently 
caused by the insured and do so more 
easily that could be done by proving the 
cause of the fire, but note that the insured 
can gain by a fraudulent fire only if he 
can exaggerate the extent of the physical 
damage or the extent of his interest in 
the burned property. By physical damage 
I mean to include the value of the prop- 
erty also. If he gets only actual indem- 
nity for his loss, he gains nothing by the 
fire. 


In the case of building fires in protected 
areas, about ninety per cent are only par- 
tial losses, and the chance of concealment 
of the true value of the building seems 
remote. Thus the moral hazard clauses 
are chiefly effective, if at all, against the 
stupidest type of fraudulent fire-bug one 
who overlooks the breach of condition in 
his policy and hopes to conceal the true 
amount of loss. A real clever crook will 
see to it that his policy is so written that 
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he will be able to collect. That the moral 
hazard clauses are aimed at the small-fry 
criminal is a factor to be weighed when 
we come to consider the price which the 
innocent policyholder must pay for the 
moral hazard clauses. 

The significance of the increase in fire 
protection should not be overlooked. It 
seems not unlikely that the chances of 
gain by a fraudulent fire were greater 
fifty years ago, when the New York 
Standard Fire Policy was first formu- 
lated, than they are today. And Professor 
Goble’s citation of the article in the Jour- 
nal of American Insurance supports this 
conclusion. Not only has fire protection 
improved and spread, but police protec- 
tion, and detection, are much better. These 
changes alone call for a thorough over- 
hauling of the Standard Fire Policy 
Forms. 

ee ¢ ®@ 


[% speaking above of the limited own- 
er’s chance of gain by a fraudulent 
fire I mentioned concealment of the ex- 
tent of his interest in the insured property 
as a necessary condition of success. Under 
the law in a good many states this is not 
strictly true. Perhaps by the weight of 
authority a life tenant (at least, a healthy 
widow having a dower right) can cover 
the full amount of the loss regardless of 
her limited interest. The Massachusetts 
rule, which Professor Goble cites, has 
been applied in only a few states, as far 
as I can discover. It is thus possible for 
a life tenant to get more by burning his 
building than by selling his interest. If, 
as Professor Goble proposes, the other 
interests in the property were protected 
by the life tenant’s policy, provision 
should be made for compelling the life 
tenant to account to the holders of these 
other interests for their respective shares 
in the proceeds of the insurance. 

The chief objection to these moral haz- 
ard clauses is that they operate like the 
old-fashioned blunderbuss, they shoot into 
the crowd and they hit the innocent along 
with the guilty. Professor Goble’s statis- 
tical data give dramatic illustration of 
this effect. It is unfortunate that his 
data do not cover a wider area. The per- 
centage of jointly owned insurance prop- 
erty is surprisingly high. The percentage 
of invalid fire insurance contracts is to 
me less+surprising. Some years ago the 
chief adjuster of one of our leading in- 
surance companies told me that he esti- 
mated between twenty-five and fifty per 
cent of the then outstanding policies of his 
company were legally unenforceable. I 
should say “stock fire insurance compa- 
nies.” An insurance counselor of New 
York last year told me that a similar 
percentage of the insurance policies of 
one of New York’s largest business enter- 
prises were similarly defective. A docu- 
ment which is so unworkable by ordinary 
people seems to need re-designing. Imag- 
ine the fate of an automobile company 
if a quarter to a half of its motor cars 
would not run unless the company came 
along to give them a push. 

e® @ ® 

HE last entrenchment (and sometimes 
the first) of those who defend the 
New York Form is that the companies 
do not use these moral hazard clauses 
except to defeat fraudulent claims. This 
is a question of fact, upon which I should 
like to have further evidence. The mem- 
bers of this Association who have any 
evidence on this point are invited to com- 
municate it to me. One thing seems clear 
that the most one can say about the 
claims which are defeated (or compro- 
mised) because of the moral hazard 
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clauses is that the insurance company be- 
lieves, honestly believes, them to be 
fraudulent. That such belief is often er- 
roneous seems highly probable. 

Many years ago Mr. F. C. Moore, a 
chief adjuster of a leading stock fire in- 
surance company, made a study which 
showed the exaggerated suspicions of 
claim adjusters. To make the honest 
policyholder run the gauntlet of these 
exaggerated suspicions is unjust. Mr. 
Prentis Reed, in his book on the “Adjust- 
ment of Fire Losses,” expresses the 
opinion that there are many more fraudu- 
lently exaggerated claims than fraudu- 
lently caused fires. After a fire has 
honestly happened, the insured is tempted 
to get all he can out of it. It may be true 
that the moral hazard clauses enable com- 
pany adjusters to defeat some exagger- 
ated claims, but this is no argument for 
the retention of the anoral hazard clauses. 
Since there is no reason to suppose that 
a correlation exists between violation of 
these clauses and exaggerated claims, to 
allow the insurers to have these clauses 
as a protection against exaggerated claims 
is no more defensible than letting them 
out when the insured is a red-haired man. 
The argument that these clauses are used 
as defenses with careful discrimination is 
not borne out by an examination of Mr. 
Reed’s excellent book, which advises the 
adjuster to make a careful examination of 
the title to property destroyed or damaged 
by fire and include these facts in his re- 
port. 

While it may be shocking to think that 
honest policyholders will have to pay for 
losses due to fraudulent fires (accompa- 
nied, of course, by fraudulent exaggera- 
tion), it is even more shocking to think 
that thousands of policyholders have con- 
fidently paid money for supposed contracts 
which are no more than scraps of paper, 
unless the company wants to pay. The 
ideal theory of insurance is the equality of 
risk between all policyholders paying the 
‘ame premium. Fire insurance _ rating 
schedules, with their minute classifications 
of risks, reflect this theory. It would be 
better for the insuring public, however, 
if honest policyholders would pay some 
for the fraudulently caused losses than 
that they should be subjected to a rigid 
form of policy which invalidates a large 


proportion of their contracts. A large 
percentage of fires are, and will con- 
tinue to be, of “unknown origin.” For 


these the insuring public will have to pay 
the bill. 


S Professor Goble has pointed out, 
the harshness of these policy provi- 
sions has led to a series of logical contor- 
tions by which courts have striven to pre- 
serve the rights of the insured. Far from 
producing uniformity, the New York 
Standard Forms have produced confusion. 
There is good reason to believe that a 
policy carefully drawn with due consider- 
ation for the interests of all concerned 
would produce a much greater degree of 
uniformity than the present policies. The 
uniform laws, as to negotiable instruments 
and sales of goods, support this conclu- 
sion. Much of the confused law of 
waiver and estoppel is due to the moral 
hazard clauses. Some seven states have 
adopted the rule that the failure of the in- 
surance agent to inquire as to the title to 
insured property is a waiver of any de- 
fects in the title, whether known to him 
or not. Such extreme decisions would be 
avoided if the moral hazard clauses were 
eliminated. 
With Professor Goble’s criticism of the 
chattel mortgage clause I am somewhat 
Stocks of merchandise 


less in sympathy. 
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offer the commonest temptation for fraud- 
ulent fires, I conjecture, and the best op- 
portunity for concealing the actual loss. 
Obsolete or obsolescent goods can thus 
be disposed of at replacement cost, yield- 
ing a handsome profit. I should oppose 
any extension of this clause to include 
consumer goods held under a conditional 
sale contract, as there seems no excep- 
tional moral hazard here. On the other 
hand, I should like to add to Professor 
Goble’s “little list” the “other insurance” 
clause, which has been the occasion for 
some tough decisions against policyhold- 
ers. That is the clause which declares 
the policy void if there is other insurance 
without consent of this insurer. The 
“other insurance” clause is quite commonly 
waived by standard forms of endorse- 
ments. I am informed that in the State 
of New York it is practically always 
waived except in unprotected areas, 
where the company wants the insured to 
take a part of the risk. This can be at- 
tained better by a coinsurance endorse- 
ment. The “other insurance” clause, for 
the most part, merely increases the con- 
sumption of printer’s ink; that is, print- 
ing it once in the policy and printing on 
“ endorsement that the clause is waived. 
I should like to say by way of slight di- 
gression that in connection with this prob- 
lem of striking out the moral hazard 
qualities, there should be careful consid- 
eration given to particular forms of en- 
dorsement which would be adapted to a 
particular kind of risk where the company 
wants to have a restricted liability, and 
that the chief trouble with the clauses is 
that they are made to apply to a whole 
group of people for whom they are not 
intended, and then it is supposed that in 
some way the agent will find out about 
the facts and waive the clause; whereas, 
it should be the other way around and the 
burden should be upon the agent to see 
that some sort of protection is inserted if 
upon his investigation it showed the 
facts require such a clause. 
e® @ ®@ 
S to Professor Goble’s suggested 
remedies, more time is needed than 
I have at my disposal. If the “change 
of interest” clause is deleted, there should 
be a substitute, along the line of the 
Massachusetts provision, notifying the in- 
sured that the insurance ceases if the 
property is “sold.” That is the Massa- 
chusetts substitute for the “change of 
interest” clause. Incidentally, of course, 
when the property is sold the insurable 
interest ceases and he could no longer col- 
lect on the contract even if there were not 
such a clause, but it seems worth while 
to notify the insured or the occasional in- 
sured who reads the policy that his policy 
does cease to be operative when the policy 
is sold. The insurance companies are en- 
titled to some protection against change 
of tenants resulting in a change in the 
character of the occupancy. They are 
also entitled to some further protection 
against fraudulently exaggerated claims. 
I am impressed with Professor Goble’s 
argument in favor of a clause making the 
insurance cover all interests in the prop- 
erty. Not only would this conform to the 
layman’s conception of the contract, but 
also it would run parallel to certain other 
developments. 
e® @ ® 


M ORE than a century ago fire i insurance 
companies began using the “in trust 
or in commission” clauses to enable ware- 
housemen and other bailees to insure 
their customer’s goods. It is interesting 
to read in an early New York report the 
dire predictions of fraud made by the in- 





surance company lawyer in the first re- 
ported case in which that clause was at- 
tacked. And 1 ,may say the “in trust or 
in commission” clause runs parallel to 
Professor Goble’s proposed clause, 
namely, that the policy taken out by the 
holder of one interest protects all other 
interests in that one property. The court 
upheld the clause on the ground of its 
convenience and saving the trouble of is- 
suing separate policies to each bailor. On 
similar grounds Professor Goble’s pro- 
posal to protect all interests under a pol- 
icy issued to one owner of a substantial 
interest can be justified. It may be noted 
of course that there is nothing to prevent 
the insurer from inserting a clause that 
only this life interest is covered and Pro- 
fessor Goble and I have no objection to 
the agent who knows that fact writing the 
policy that way. The mortgagees and 
bailees have succeeded in obtaining en- 
dorsements which conveniently protect 
their interests. Joint tenants and life ten- 
ants should have similar protection. Per- 
haps there should be a family fire insur- 
ance policy like the family automobile 
policy. It should be noted in this con- 
nection that rate schedules, so far as | 
have been able to discover, do not make 
any differentiation in rates because of 
limited insurance. Whether this reform 
should be accomplished by a clause in the 
policy or by separate statute is another 
question. 
ee ®@ 


ROFESSOR GOBLE’S second pro- 

posal is somewhat analogous to the 
statute recently enacted in New York, 
which gives the benefit of the insurance to 
the contract vendee under some circum- 
stances. Such a provision should, it 
seems to me, be in a separate statute 
rather than in the policy. There is some 
question as to the exact wording of this 
clause, which I will not go into. The 
main idea, however, is not radical. A 
large number of states have held that the 
vendor, if he collects the insurance money, 
holds it in trust for the vendee. Profes- 
sor Goble’s proposal would merely take 
the next logical step and give the vendee 
a right under the policy. 

Professor Goble has done excellent serv- 
ice in bringing these problems before this 
Association. If the public ever becomes 
thoroughly aroused to some of the de- 
fects in the present Standard Fire Poli- 
cies, it may engender reforms which will 
be more drastic than any of us would ap- 
prove. It is our opportunity as disinter- 
ested experts to offer guidance toward a 
more equitable and less discriminating ad- 
justment of the relations between the in- 
surance companies and their insuring 
public. 


See next page for beginning of other 
speeches delivered at Insurance Teach- 
ers Convention. 








Ambulance Chasers 
(Continued from Page 6) 
worked owned an ingenious “bruis- 
ing machine,” which by means of 
suction produced serious looking 
bruises upon persons who had been 

only slightly hurt. 

“The insurance and transit compa- 
nies can be of great assistance in 
these investigations by reporting to 
us all suspicious cases which come 
to their knowledge,” says the State’s 
Attorney’s office. 
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Liability at Law and Insurance Against It 


By E. W. SAWYER 


ASSISTANT GENERAL COUNSEL 

LIBERTY MUTUAL INSURANCE COMPANY 

HE roster of the membership of 

your association contains the 
names of men whose contributions 
to insurance literature have consti- 
tuted a substantial part of the theo- 
retical training of many of us who 
are engaged in liability insurance. 
I deeply appreciate the honor of an 
invitation to address you. But one 
would require less familiarity with 
the accomplishments of your mem- 
bers than I possess, or infinitely 
greater knowledge of liability insur- 
ance than is mine, to accept your 
invitation without experiencing some 
measure of trepidation. 


The subject assigned—Liability at 
Law and Insurance Against It—was 
obviously intended to permit me 
either to roam at will or to select for 
discussion such phase of liability in- 
surance as seems most appropriate. 
3ecause practical application is the 
one phase of liability insurance in 
which my experience may have been 
broader than that of many of you 
and because your president sug- 
gested that I might discuss pro- 
graming, I have chosen to speak to 
you about liability insurance as my 
experience indicates it should be. 

Liability insurance, as you know, 
developed like a New England farm 
house. When a legal liability devel- 
oped into a bothersome hazard a new 
appendage was added. Starting with 
general liability to the public as an 
adjunct of employers’ liability insur- 
ance, we have created so many ap- 
pendages that even the medium sized 
business presents problems for an 
insurance adviser. 

The current theory of protection 
is that the insured shall select the 
coverages which he requires, and 
that each coverage shall exclude the 
insurance afforded by all other cov- 
erages. By narrowing a coverage to 
a single hazard we require the in- 
sured to pay only for insurance 
against that hazard. And because we 
exclude from each such coverage the 
losses which an insured of ordinary 
prudence does not sustain, the ag- 
gregate losses on which the rates are 
based are kept as low as is consistent 
with reasonably adequate protec- 
tion. 

To give effect to the current un- 
derwriting theory manual rules have 
been adopted which are often in- 
comprehensible to the uninitiated. 
For the most part the rules are 


* See Reference on Page 18. 


necessary under the present system. 
However, there are several rules 
which seem to me to serve no useful 
purpose. 

In order that we may more readily 
visualize the condition to which the 
current theory has brought us, let 
us consider the liability and the lia- 
bility insurance of a department 
store. Because liability for injuries 
sustained upon the store premises is 
a major hazard, owners’, landlords’ 
and tenants’ public liability insurance 
is a necessity. A department store 
usually has elevators and some have 
escalators. Therefore, elevator lia- 
bility insurance is also a necessity. 
There is a substantial hazard from 
the consumption or use away from 
the premises of the goods sold in the 
store. Unless the owner is willing 
to assume this hazard, he must have 
products liability insurance. Nearly 
every department store has assumed 
liability by contract. Because con- 
tractual liability is excluded from 
the other coverages, the owner needs 
contractual liability insurance. Some 
department stores operate restaur- 
ants, beauty parlors and other de- 
partments which create unusual haz- 
ards. These hazards must receive 
individual attention and the unusual 
hazards may be many and unique. 
[ have in mind a store which main- 
tained an elephant in its toy depart- 
ment on the fourth floor during the 
Christmas season to attract children 
with their parents. The hazards I 
have so far mentioned relate pri- 
marily to the store premises. 

e* @ @ 

F the store has teams, teams’ lia- 

bility insurance is needed. If it 
has automobiles, automobile liability 
insurance is required, and with it 
probably non-ownership automobile 
liability and hired automobile liabil- 
ity insurance. If the store em- 
ployees demonstrate and install away 
from the store goods sold in the 
store, such hazards must be consid- 
ered. Signs, both on the store prem- 
ises and elsewhere, create a hazard 
which cannot be overlooked. Delivery 
of goods to customers by automo- 
biles may require insurance protec- 
tion not afforded by the automobile 
liability coverage. The store may 
provide parking space for automo- 
biles and may provide employees to 
operate customers’ automobiles to 
and from the parking space. 

If the owner of the store makes 
extraordinary alterations or repairs, 
he must procure insurance against 
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such hazards by obtaining written 
permission of his insurer. If he lets 
work to independent contractors his 
liability for the work must be sep- 
arately insured under owners’ pro- 
tective liability insurance. 


In the process of working out his 
problems the owner of the store 
must decide, with respect to each 
hazard, whether he needs insurance 
against bodily injury liability and 
property damage liability or only 
against bodily injury liability and 
having determined that point he 
must decide, with respect to each haz- 
ard, the bodily injury liability limit 
per person and per accident, and the 
property damage liability limit per 
accident. 

After the owner has appraised all 
of these sources of liability and has 
procured insurance against such of 
them as he dare not assume, he is 
protected, in so far as the policies 
provide protection, for the conditions 
then existing at the locations named 
in the policies. If he acquires a 
branch store, the process must be re- 
peated. If new hazards are created, 
such as the installation of a new 
elevator, he has no insurance until 
his policies have been amended. 

And having bought all of the lia- 
bility coverages available he will find 
that he is insured, with respect to 
liability for injuries, only against 
bodily injuries due to accidents. If 
the store detective falsely arrests a 
customer or if an employee assaults 
a member of the public, the insured 
finds that he has no protection be- 
cause such injuries are either not 
bodily injuries or are not due to acci- 
dent. 


The situation with respect to the 
departnient store is relatively simple 
in comparison with that of a manu- 
facturer or a contractor whose oper- 
ations are extensive. 

ee @ @ 
OW let us examine objectively 
the current system and consider 
some of its unsound and illogical ele- 
ments. 


1. The system tends toward insurance 
not for all of the insured’s liability, but 
for only the minimum of hazards against 
which the insured dare not be unpro- 
tected. 

2. It tends to develop each coverage 
to provide insurance, not for all hazards 
arising out of the specific exposure to 
loss, but the minimum number of hazards 
which ordinarily exist. 

3. Because the system creates an ad- 
verse selection of some of the coverages, 
the rates are necessarily made from the 
loss experience of only those insureds who 
purchase protection because they expect 
losses. Consequently the rates for such 
coverages as products liability are neces- 
sarily unduly high. 
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4. The system has become so technical 
and involved that even underwriters do 
not agree upon questions of coverage or 
upon the meaning of the manual rules. 

5. It is inevitable that many uninsured 
losses must result which the insureds are 
not financially able to absorb. 

6. Criticism is addressed to some of 
the rating bases of the current system. 
The area and frontage basis of computing 
premium is severely criticized on the 
ground that it does not adequately meas- 
ure the exposure. The area and frontage 
premium for a store whose customers 
number one hundred per day may be the 
same or greater than for a store whose 
customers number five hundred per day. 
And the same would be true of a poorly 
patronized hotel and a well patronized 
one. Yet the exposure to loss lies largely 
in the number of persons who come on 
the premises, either as customers of the 
store or as guests of the hotel. It has 
been suggested that a premium deter- 
mined upon gross receipts or upon the 
number of sales would be more accurate 
for the store, and that a premium deter- 
mined by room occupancy would be more 
accurate for the hotel. But these sugges- 
tions are open to similar objections. The 
gross receipts basis would not reach the 
difference in exposure between a five and 
ten cent store and a store in which ex- 
pensive jewelry was sold; and the same 
would be true of the total number of 
sales. The basis of room occupancy 
would not reach the difference in exposure 
between a hotel catering to room guests 
only and one catering to dinner parties. 
Refinements in classifications would only 
partly remove such objections. 

The payroll basis is also criticized for 
the reason that it does not eliminate dis- 
tortion due to wage fluctuations. The 
basis of the work day is open to the criti- 
cism that the length of work days may 
vary. Perhaps the best plan would be a 
computation of premium based upon the 
number of work hours. 

7. The current system forces every in- 
sured to shape his requirements to fit the 
molds which are provided. It does not 
afford a flexibility which will make the 
coverage fit the needs of the insured. 

8. The outstanding fault of the cur- 
rent system is that it offers no sound 
method of reducing insurance cost. I 
would like to amplify this criticism be- 
cause, in my opinion, it is the most damn- 
ing criticism that can be directed at any 
insurance plan. 
serves to eliminate 
risk and spread losses. It does not and 
can not eliminate or reduce losses. Over 
a period of time the premiums for insur- 
ance must produce a sum sufficient to pay 
all insured losses plus the expense and 
profit of the companies, The cost of in- 
surance can be reduced only by a decrease 
in the number or in the severity of losses. 
Cooperation between insurers and insureds 
can do much to reduce loss cost. 

The functions of a liability insurance 
company should, therefore, be two-fold— 
(1) to prevent accidents and (2) to 
spread the losses arising from accidents 
that are not prevented. The current sys- 
tem accomplishes the latter but only 
partly accomplishes the former. 

The prevention of losses requires the 
utmost cooperation between the policy- 
holder and the insurer. Full cooperation 
can be best obtained by teaching the policy- 
holder to believe in the control of his 
insurance cost through control of his own 
losses. In the current system we do not 
effectively accomplish that end. Instead 
of covering the insured’s entire liability 


Insurance as such 
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and teaching him to reduce his cost by 
accident prevention effort, as we do in 
workmen’s compensation insurance, we 
encourage him to reduce his insurance 
cost by selecting narrowly restricted cov- 
erages covering only his most probable 
losses. 


These are only a few of the many 
criticisms which may justly be made 
of the current system. There is a 
growing belief that the time has 
come for radical improvements. 

ee @ ® 


HAT can be said by way of 

constructive criticism? It may 
well be that a limited need for the 
separate liability coverages will al- 
ways exist for the individual who 
needs insurance against a single haz- 
ard. But for a business, whether it 
be owned by an individual or by a 
corporation, the myriad of coverages 
is ridiculous. Why not an all-cover 
policy insuring against all liability 
hazards which are the proper subject 
of insurance? 

Let us revert to the department 
store. Why not one liability policy 
covering all locations whether occu- 
pied at the inception of the policy 
or acquired subsequently? Why not 
a policy that covers all liability aris- 
ing out of the business, both on and 
away from the store premises, ex- 
cept liability to employees and liabil- 
ity for the use of automobiles away 
from the premises? Why not a pol- 
icy which automatically covers newly 
created hazards? Why not a policy 
which does not differentiate between 
bodily injury liability and property 
damage liability? Why not one limit 
of liability per accident irrespective 
of the nature of the damage? 

The answers usually given to these 
questions are (1) that there is no 
way to rate such a policy, (2) that 
no company could Write such a pol- 
icy and continue in business, and 
(3) that the cost would be so great 
that no one could afford such a pol- 
icy. Let us examine these answers. 

First, how would such a policy be 
rated? The ideal way would be a 
single rate which would measure all 
of the hazards of the insured’s busi- 
ness. There seems to be no insuper- 
able obstacles to rating each insured 
individually in accordance with his 
hazards and his experience. Such a 
method would enable the individual 
business to obtain the lowest rates 
consistent with the solvency of the 
insurer by assiduous attention to 
prevention of accidents. Such a 
policy would necessarily contain a 
premium change agreement to enable 
the insured to obtain the benefit of 
lessened or discontinued hazards, and 
the insurer to obtain premium for 





added hazards. Review for rate ad- 
justment would be at short intervals 
or at the request of the insurer or 
the insured. 

Such a rating method is probably 
for the future, however, and one 
more nearly approaching current 
methods is necessary. Let me sug- 
gest such a method. The declarations 
for such a policy could contain space 
for the entry of premium for each 
hazard found to exist. Let us as- 
sume that the department store I 
have used as an illustration is to be 
rated for an all-cover policy. The 
insurer would inspect the premises. 
It would find perhaps that there 
are two elevators, that the store has 
two contractual liability agreements, 
that it has four concessionnaires but 
no beauty parlor and no restaurant, 
that it has teams, and that it demon- 
strates vacuum cleaners and installs 
electric refrigerators. The insurer 
would rate the risk by charging an 
area and frontage premium, and pre- 
miums for products liability, elevator 
liability, contractual liability, teams’ 
liability, and for demonstration and 
installation liability. It would then 
add a small over-all premium charge 
for hazards not falling within the 
coverages for which a specific charge 
is made. The rates used would be 
composite rates, made from the bodily 
injury liability and property damage 
liability rates and adjusted to a single 
limit per accident. 

The policy issued would cover all 
liability including newly created 
hazards and newly acquired locations. 
The policy would provide for peri- 
odic reports of changes in conditions 
and for premium adjustment in ac- 
cordance with changes in hazard. 

The rating plan suggested for the 
department store would apply equally 
well to the manufacturer, the con- 
tractor, the hotel, or to smaller 
businesses. 

The second objection is that no 
company could write such a policy 
and continue in business. That would 
probably be true if overnight a com- 
pany should abandon its present sys- 
tem and adopt an all-cover policy for 
general use. But every company has 
policyholders whose standards are so 
high that it would have no hesitancy 
in trying such a plan with them. The 
experience obtained under policies 
with high grade insureds would 
enable the companies to perfect the 
plan, and would clearly indicate how 
freely the coverage could with safety 
be written. As a result of its experi- 
ence each company could set up rea- 
sonable underwriting qualifications 
for this type of policy to guard 
against an unfavorable loss ratio. 











Lee 
See NNG ati ote 


haan 


eg 


9 aa 








1- 
ls 
or 


n- 


lls 


all 
red 


Ti- 
ns 
ac- 


the 
ally 
on- 
ller 


uld 


3yS- 





HE third objection is that the cost 

would be excessive. The insureds 
which would qualify for such a policy 
now carry insurance against about 
all of the hazards for which a specific 
charge would be made. There would 
be no appreciable increase, therefore, 
in the types of hazard for which a 
premium would be charged. Some 
of the hazards may now be insured 
for bodily injury liability only, be- 
cause the insured is unwilling to pay 
the current property damage rates. 
If the insured can afford to self- 
insure his property damage hazard, 
the company can profitably insure it 
for less than the current manual 
rates. Property damage liability rates 
are generally too high, and the proc- 
ess of translating the rates for bodily 
injury liability and for property 
damage liability into composite rates 
should take that fact into considera- 
tion. The result should be composite 
rates for bodily injury and property 
damage liability which would not be 
greatly in excess of the aggregate 
rates for the separate coverages usu- 
ally purchased by such an insured 
under the current system. The over- 
all charge need be only a small factor 
for unusual losses. Of course such 
a policy would cost more, but it would 
also be worth more. For the small 
additional cost the insured would be 
freed of the necessity for constant 
vigilance to protect himself against 
changing hazards and of the*constant 
fear that he had overlooked some 
dangerous exposure to loss. Under 
such a plan the policyholder would 
not be paying premium, it should be 
noticed, for non-existent hazards. 
Furthermore, the rates for some of 
the coverages which are now selected 
adversely to the interests of the 
insurers would materially decrease if 
such coverages were purchased by all 
insureds. 

But the most effective answer to 
the cost objection is that even though 
an all-cover policy would cost more 
at the outset, every policyholder 
might materially decrease his cost by 
preventing accidents. Thus the in- 
surer would be able to fulfill both of 
the functions of insurance. 

I have suggested the elimination 
of the automobile hazard and the em- 
ployment hazard from the all-cover 
liability policy. Workmen’s compen- 
sation insurance will probably always 
require a separate contract because 
it is wholly unlike other coverages. 
The use of automobiles in business 
is so extensive and varied that it also 
requires a separate policy, at least 
until the methods of writing auto- 
mobile insurance are simplified. 
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HE development of an all-cover 

liability policy is inevitable, 
whether in the form I suggest or 
otherwise. And because it is inevit- 
able it behooves everyone who is in 
a position to help develop a simple, 
satisfactory policy to do his part. 
I would like to mention a few points 
which I think should be stressed. 

First, because of its paramount 
importance, I place emphasis upon 
the necessity of teaching the policy- 
holder that the only way he can 
effectively reduce his insurance cost 
is by prevention of accidents. We 
must have an experience rating plan 
which will be an incentive to the 
elimination of accident hazards. 

Second in importance is the sim- 
plification of underwriting rules. 
New manual rules will be necessary 
for an all-cover policy. Those rules 
should contain only — refinements 
which are imperative. We should 
discard many of our current rules 
which render liability coverages in- 
comprehensible to the uninitiated and 
upon the meaning of which even our 
underwriters are not in accord. Un- 
derwriting rules establishing cover- 
age restrictions which have no pur- 
pose other than to obviate the neces- 
sity of careful selection of risks must 
go. 

Third, because simplification of 
manual rules would make it possible, 
I place simplification of the policy 
contract. I am tempted to suggest 
that we abandon all of the language 
we have ever used, forget the court 
decisions interpreting that language, 
and, with a fresh start, write a con- 
tract in language as simple and direct 
as we would use in writing any 
other type of contract. To do that we 
would need legislative help in remov- 
ing from the statute books of several 
states policy provisions which are 
now mandatory. There is little doubt 
that we place too much emphasis up- 
on judicial interpretation of the 
policy. There is also reason to believe 
that over-particularization in the 
contract is, in part at least, respon 
sible for some of the bad judicial 
construction. Amid so much particu- 
larization, is a court not justified in 
resolving against the company points 
on which the policy contains no par- 
ticularization? Perhaps a_ simply 
stated insurance contract would 
bring our courts back to the applica- 
tion to the insurance contract of the 
general rules of interpretation which 
govern the construction of other 
contracts. Dut we need not go to 
extremes to accomplish improvements 
in the policv. There are many lessons 
in simple statement which we could 
learn from English policies. There 
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are many more which we could learn 
by our own efforts. 

l‘ourth in importance is the legis- 
lative program which should be 
made a concommitant of the all- 
cover policy. The legislative pre- 
gram would be partly positive, but 
mostly negative. We need to remove 
certain restrictions upon the charter 
and statutory powers of hability 
companies. <A liability company 
should not only be permitted to write 
property coverages, but it should 
also be permitted to insure against 
types of liability other than for ac- 
cidental bodily injuries and for acci- 
dental property damage. The cor 
porate insured needs protection 
against liability for unauthorized 
assaults, false arrests, and slander 
and libel by its employees. But the 
negative legislative program is 
equally important and more exten- 
sive. We need to prevent legislation 
creating mandatory policy provisions: 
And we need to repeal current stat- 
utes requiring such policy provi 
sions. Not only do statutory policy 
provisions complicate the policy, but 
frequently they prevent development 
and growth of insurance. [Because 
such legislation usually results from 
abuses and technical interpretations 
of policies, the all-cover policy should 
materially decrease the demand for 
legislative action. 

ee ee ® 


ASTLY, I want to stress the im- 
portance, in the development of 

the all-cover liability policy, of favor- 
able opinion. There are, I think, 
three groups which must be con 
vinced of the desirability of the all- 
cover policy before its use can be- 
come general :—Insurance buyers, 
the insuring public, and the insurers, 
Insurance buyers and the insuring 
public are already sympathetic. Their 
sole objection is to increased cost. 
To convince insurers generally is 
probably a more arduous task. Di 
rect selling companies are more re- 
ceptive than companies which oper 
ate through agents, which is to be 
expected. Perhaps some companies 
will not yield until a demand for the 
all-cover policy becomes too strong 
to be resisted. If the idea of the all- 
cover policy is sound not only for 
the insured but for the insurer, the 
sooner the demand for such insur- 
ance becomes irresistible the better. 
The members of this association 
exert a powerful influence upon the 
insurance business. You are respon- 
sible for the early insurance training 
of many young men who soon will 
hold positions of responsibility in 
the insurance world. You contribute 
the major part of all insurance liter- 











24—January, 1937 

Your impartial views carry 
more conviction with the insuring 
public and with insurance buyers 
than do the views of those of us who 
may be biased by selfish motives. 


ature. 


It is because your members can, 
if they become interested, comtrmante 
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so effectively to the technical develop- 
ment of the all-cover liability policy 
and to the creation of opinion suff- 
ciently powerful to hasten its general 
adoption that I took this opportunity 
to explain to you what a few people 
in the liability insurance field believe 
and are trying to ) accomplish. 


* 
Insurance Practice and Theory 
By DR. ALFRED MANES 


PATTEN 
INSURANCE 


AVING been in close and con- 
stant touch with both practical 


i | men and theoretical writers of 


ill branches of insurance in all parts 
of the world, I feel that the impres- 
sions received concerning the points 
of harmony and divergence existing 
between the theory and practice ot 
insurance should be of interest to 
you. 

Let us first agree about the terms 
“theory” and “practice,” which are 
often erroneously used. 

Theory is the attempt to explain 
and substantiate many facts collec- 
tively, to co-ordinate them in a sys- 
tem and describe their evolution, to 
draw the conclusion from the fact 
that they exist. Invariably theory 
means seeking knowledge for its 
own sake, keeping aloof from any 
endeavor to serve inaterial interests. 

Practice is expert skill in applying 
the means supplied by experience or 
perhaps by theoretical research, and 
thus attaining a specific, mostly ma- 
terial end. 

*x** * 

I believe that from our explanation of 
the nature of theory and practice respec- 
tively, *** it is obvious that theory and 
practice do not run side by side without 
touching each other, but from their very 
nature it is indispensable for them to mu- 
tually watch and learn from each other. 
And this much may even be safely said: 
One will be all the more perfectly qualified 
for the theoretical study of insurance the 
more he knows of insurance practice, and 
similarly; the more intimately acquainted 
a practical insurance man becomes with the 
theory of insurance, the better will he be 
able to serve his particular aim and 
object. 

In real life, however, we see 
insurance underwriters—and _ successful 
ones at that—who never in their lives 
heard lectures or studied a textbook on 
insurance. On the other hand, there are 
students of insurance science whose deal- 
ings with Insurance are confined to writ- 
ing and lecturing. Some of these, never- 
theless, know far more about the actual 
organization of any particular insurance 
scheme or device in many countries to- 
gether with the relative merits of each de- 
vice in all its variations, and the legal 
regulations applying to them, than many 
practical insurance men do, who, indeed, 
may know nothing of all these things. 

** * 


not a few 


* See Reference on Page 17. 
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HE relations between those represent- 

ing theory and practice respectively, 
are likely to become strained more or less 
frequently because it is quite possible in 
individual instances that the practical men 
do not like to have large numbers of 
people enlightened about things, which 
they would rather have regarded as busi- 
ness secrets, since competitors might take 
advantage of these things being divulged. 
On the other hand, practical men may 
occasionally be justified in criticizing 
theoretical writers who for lack of suf- 
ficient knowledge (they too need experi- 
ence to become perfect) or, possibly even 
on purpose, through prejudice or definite 
mental bent will ignorantly, negligently, or 
maliciously represent facts in a colored 
light. 

* * * 


It appears entirely preposterous to op- 


pose the theoretical training of practical 
insurance men with the argument that 
there had been a great many men who 


were eminently efficient practical insurance 
men although they had never pursued any 
kind of theoretical studies of insurance. 
To meet this kind of argument, it might 
be asserted with equal justification that 
the same men would have achieved even 
more than they did if they had had the 
benefit of theoretical knowledge. 
*x * 


This being so, it may perhaps appear 
questionable whether from the viewpoint 
of uniformity an underwriting profession 
can be talked of at all. Does a common 
denominator, do common interests exist 
for those belonging to it? 

I do not hesitate to ariswer this question 
in the affirmative without qualification. 
The common denominator is, or ought to 
be, the uniform conviction of the high 
ethical, social, and economic value of in- 
surance and the underwriting profession, 
which conviction can be built up only on 
learning and knowledge and cannot be pro- 
duced by practical work alone, least of 
all that confined to a single one of the 
many branches of insurance. What is 
needed for the purpose is the pursuit of 
theoretical studies of the science of insur- 
ance and more particularly its economic 
administrative parts, these being the 
foundation of all the other parts of insur- 
ance science. 


Such considerations lead up to the 
questions: What kind of people become 
insurers? How does one get into the 


insurance business? 

Two essentially different ways must be 
distinguished from each other. A man 
enters the insurance profession either de- 
liberately or by chance. Unfortunately 
chance is probably the decisive factor in 
the great majority of cases. This means 
that men will embark on underwriting 
without preparing themselves for it—in 
fact, without realizing what the profes- 





sion implies and requires and what are, 
or ought to be, the essential and peculiar 
qualities of an insurer. 

The difference between these two groups 
of the unskilled and the properly trained 
underwriters is similar to that between 
unskilled and skilled workmen, and that— 
generally speaking and barring exceptional 
cases—settles the question as to the worth 
of those who got into the insurance pro- 
fession by mere chance. For, unless they 


produce high quality work, the under- 
writers of every country will be unable 
to hold their own against the steadily 


growing international competition on the 
insurance markets of the world; or at 
best, the task will prove far more ‘difficult 
than it would be with first class work on 
their part. 


To produce an ideal insurer, however, 
his preparatory training can hardly be too 
comprehensive. Most important is a 
thorough study of national economy with 
business economy as a side line. Legal 
and actuarial training take second place 
only. It would not be the right course 
to give precedence to either of the latter 
studies, because, as emphasized before, 
economics is the fundamental part and the 
ground work from which the other fields 
have been developed. 

In addition, physiology and_ sociology 
have to be duly considered in the profes- 
sional training of underwriters, because 
one cannot help being impressed with the 
fact that many underwriters together with 
their staffs are rather poor hands at these 
fields of science. For instance, far too lit- 
tle attention is paid to what people out- 
side the professional fraternity think of 
insurance and how insurance conditions, 
prospectuses, rate-tables, profit sharing 
plans, ete., are interpreted by them, and 
in fact, are bound to be interpreted by any 
layman. 

* Ok Ok 
HERE is no country in the world 
which has such a large number and 
such a high standard of Insurance Asso- 
ciations of the most varied types, but 
which at the same time unfortunately 
lacks a general Union of these Associa- 
tions, with a “Senate of Insurance,” so to 
speak, where the ablest professors would 
sit beside the ablest practitioners in all 
fields of insurance. 
* ok Ok 

In America everybody seems to want 
to eat lunch with everyone having a com- 
mon interest or confronted by common 
problems. We must do more than arrange 
for such pleasant luncheons between the 
leaders of practice and theory in insurance, 
we must unite’ and coordinate their ef- 
forts, plans and experience. 

In closing, gentlemen, may I 
toast to a future American 
Insurance.” 


offer a 
“Senate of 


Neateue Named Indiana 
Insurance Commissioner 


THE APPOINTMENT OF GEORGE H. 
NEWBAUER AS INSURANCE COMMIS- 
sioner to succeed Harry E. McClain 
was recently announced by Governor 
Townsend of Indiana. 

Mr. Newbauer who will take over 
his new duties on Feb. 1, is at pres- 
ent the director of the packers and 
stock yards division in the State De- 
partment of Agriculture. Previous 
to that he was in the banking busi- 
ness. 
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HERE are so many things in the insurance business more important than 

answering quibbling propaganda, that occasionally we find a stack of the stuff 
has accumulated on the desk awaiting waste basket disposal. Generally it is 
all alike and certainly cannot have much effect on the intelligent buyer of 
insurance, but we suppose the stock folks consider us their best audience and 
would be disappointed if we didn't pay a little attention to their efforts. So 
for awhile we will take up a few of the most entertaining bits along anti-mutua! 


lines that have recently come to light. 




















Sound Insurance 


I. note that the latest efforts of 

the anti-mutual stock propagan- 
da bureau known as the “business 
Development Office’ emphasizes 
with a flourish of fancy lettering the 
slogan “Sound Insurance.” The in- 
ference is, of course, that the phrase 
applies to stock insurance and stock 
insurance only. In an effort to be 
entirely fair in judging the matter, 
we have been looking around for 
some reasonable excuse to absolve the 
Business Development Office from 
the suspicion that it is biased in its 
statement. Coming at long last to 
the good old Webster’s Dictionary, 
we happened on to a clew. Among 
the definitions of “sound” we find 
this, ““Noise—Due to irregular or 
confused impulses.” There you have 
it; a perfect alibi and an accurate 
description of stock propaganda 
pomposity. The only improvement 
we can think of is to speak of stock 
insurance as “sound and fury insur- 
ance.” 





Sometime soon we are going to 
give the complete B.D.O. circular a 
ride, which we trust will enable its 
sponsors to see the truth about in- 
surance from the mountain top of 
reason, but right now we want to 
examine the “sound” idea a little 
further. 

On second thought perhaps it 
would be better to consider the 
“fury” first. It must be acknowl- 
edged that there is not so much of this 
element in the pamphlet under dis- 
cussion, but there is a great deal of 
it in the stock field, especially among 
those who have heretofore elected to 
shut their eyes and ears to the march 
of mutual progress. For example, in 
the Insurance Advocate of December 
28, 1936, there appears the following 
comment in a leading editorial. 

“In the view of some writing offices 
and companies, the situation is becoming 
worse; perhaps it has reached the point 
where it may be described as a desperate 





situation for stock insurance. One local 
underwriter in this city, apparently being 
of the latter opinion, declares that some- 
thing radical must be done; the competi- 
tion must be met in some way. * * * We 
don’t know that the situation is as bad as 
that, but certainly it is bad for stock in- 
surance. Some kind of an operation seems 
to be indicated, but what—who shall say ? 
* * * Another local man says that par- 
ticipating policies seem to him to be in- 
evitable ; and if that is so, perhaps it would 
be better to allot the participation in the 
form of extended insurance rather than 
in cash.” 


(EDITOR’s NOTE. The stock companies do not seem 
to like to let go of cash easily for the policyholder. 
Another instance was in the San Francisco fire 
when one of the leading stock companies paid 
fifty per cent on claims arising out of the con- 
flagration—not in cash, but in stock in the com- 
pany). 


ee @ 

OW it happens that this Bunk 

of the Month department is of 
kindly disposition and we trust not 
entirely devoid of a sense of humor. 
Certainly we would be the last one to 
want to take away even a_ nickel 
from a stock insurance agent, or any 
other kind of an agent, who gives 
service and furnishes protection to 
a policyholder and charges a fair 
price. 

But what can we do to protect the 
stock company agent when he will 
not protect himself, and lays himself 
open to the inevitable consequences 
of making rash and often deliber- 
ately untrue statements? Why should 
anyone want to hang on to the fal- 
lacy that one kind of insurance 
possesses all of the virtues and an- 
other kind all of the faults to be 
found in the insurance business? 
The truth is that the several hundred 
leading carriers, both stock and mu- 
tual, are doing an excellent job giv- 
ing fine service and paying their 
losses promptly and with satisfac- 
tion. In fact, the average policy- 
holder is very sure to be pleased with 
how his business is handled, as is 
evidenced by the little attention he 
gives to reading his policy or, indeed, 
thinking about his insurance at all 
under normal conditions. Contro- 
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versy concerning technical matters is 
not promoted by policyholders but by 
agents and solicitors who think they 
can thus draw attention away from 
the real issue, which is the record for 
financial stability and for good man- 
agement of the one or several compa- 
nies that a prospect is considering 
when he is renewing or taking out 
insurance initially. 

One of the first notions that a reli- 
able stock insurance agent should 
divest himself of is that mutual in- 
surance companies have no agents. 
He should know by this time that 
many of the mutuals operate on the 
agency plan exclusively. The com- 
panies substantiate this when they 
complain that too many of their 
agents have found it necessary to 
supply mutual insurance because 
people call for it and insist upon it. 
Sometimes this has caused the stock 
agent to abandon his original compa- 
nies entirely and, if he has been 
found of a high grade type, has been 
accepted by the mutuals who do busi- 
ness on the agency basis. It hardly 
can be said that the same up-and- 
coming individual who was a stock 
agent must necessarily take a slump 
in the quality of service he gives 
merely because he becomes a mutual 
agent. No, the difference is not as 
between agent and non-agent—but, 
to pursue the subject a little further, 
—it may be pointed out that mutual 
agents and brokers are guided by 
the same conservative principles as 
is characteristic of general writing 
mutuals as a whole. They are not 
given an opportunity to demand their 
own figure (sometimes thirty to 
forty per cent) as is not uncommon 
in stock circles. 

Mutual business is solicited by 
personal contact, as in other kinds 
of insurance, whether agency or not. 
The phrase “direct writer” is a mis- 
nomer. Where do you find any mu- 
tual writing entirely by mail? In- 
stead of that the mutual representa- 
tive talks face to face with the pros- 
pect and presents cold facts to win 
business. Whether this man is paid 
on a_ salary or commission has 
nothing to do with his value as a 
counselor to the assured. There is 
good evidence that a somewhat 
greater percentage of highly edu- 
cated men are on the selling staffs 
of mutual companies than are simi- 
larly emploved by the stocks. Not 
long ago a prominent insurance com- 
missioner declared that eighty-five 
per cent of the stock agents pro 
duced only fifteen per cent of the 
total stock business. Which is no ar- 
gument for the expertness of the 
vast majority of stock insurance 
sellers. 
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HEN, also, the stock insurance 

agents should slough off the 
muddled notion that lower cost is the 
first thing mentioned in a typical mu- 
tual solicitation. The stocks seem 
obsessed with the fear that the public 
will turn away from them when it 
becomes generally known that mu- 
tual insurance costs less. This is in 
itself a tacit admission that mutual 
insurance is at least on a par with 
the stock variety. Perhaps the mu- 
tuals should be grateful for such 
condescension but they feel that the 
stocks have something yet to ex- 
plain. Does not the lower loss ratio, 
the higher underwriting profit, and 
the lower expense ratio of the mu- 
tuals point to a shade of superiority 
as to management in the policyholder 
interest ? Lower cost is only incident 
to good management and the excel 
lence of the mutual plan generally. 
The stocks could approach the same 
success if they chose to conduct their 
business on a basis of high value to 
the poliyholder instead of to the 
stockholder. 


Stock companies complain of the 
lower cost of mutual insurance as 
not good economics, but in countless 
instances they contrive to lower their 
rates especially to larger insureds, in 
an endeavor to meet mutual compe- 
tition. If, as they say, the lower rate 
is hazardous, why do they risk it in 
these given ‘‘special treat- 
ment”? It must follow erther that 
some of their policyholders are 
charged too much to counterbalance 
the inadequate rate on the larger 
risks, or that the whole rate structure 
is too high and may well be generally 
shaved down. The stocks are no 
toriously opposed to rate regulation. 


cases 


The mutuals are, in general, fa- 
vorable to it, not being in need of an 
avenue to charge high rates here and 
low rates there. There is no incen- 
tive for the mutuals to charge high 
rates, for the excess eventually would 
get back to the policyholder by the 
dividend route. When stock compa- 
nies charge high rates there is, of 
course, no gain to the policyholder. 
He merely contributes more than is 
necessary for the proper running of 
the business. Nor does a high rate 
mean better stability for stock com- 
panies in the case of conflagration 
or other grave disaster. Among the 
general writing mutuals included in 
the group which writes the major 
portion of mutual business not one 
has been in any sort of financial dif- 
ficulty or levied an assessment. Some 
of them have been in business for 
over a century. None of them folded 
up during the depression. The stocks 
cannot exhibit a comparable record. 
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S' ), is it not reasonable to ask the 
better type of stock insurance 
companies and agents to find the 
right definition for “sound insur- 
ance’? The buyer who knows his 
way around in business is used, of 
course, to “sound and fury” solicita- 
tion, but he also becomes weary of 
it. Insurance selling talks should not 
need the discipline of censorship, but 
the way the stock people have been 
going recently some of the powers- 
that-be may think it imperative to 
shut down on certain misleading 
ballyhoo. As, for instance, citing old 
and outmoded court decisions as if 
they had been handed down yester- 
day. Sound insurance should be 
coupled up with sound common 
sense, and the mutuals are willing to 
leave it to the public as to where the 
most of this latter desirable ingredi- 
ent is contained in insurance selling 


talks. 


HIT AND RUN 

(Continued from Page 16) 

FAVORITE trick of the hit- 
A and-run driver is to hurry away 
from the scene, step to a telephone 
and report to police that his ma- 
chine has been stolen. He _ then 
abandons the car and goes home. 
Some drivers vary this procedure by 
abandoning the machine first, then 
going home and calling police. In 
such cases it is easy to find the car, 
but determining who drove it is 
difficult. 

\t police headquarters in Evan- 
ston the officer who receives the tele- 
phone call notes the exact time it 
is made. Then, if it is later discov- 
ered that the car was involved in an 
accident before the report was made 
there is good reason for suspecting 
the owner’s honesty. The police ques- 
tion him long and patiently and usu- 
ally in his alibi a damning inconsis- 
tency is found. 

Motorists to whom this ruse may 
not occur frequently meet the police 
thus: “I am very sure that my car 
was involved in an accident. It is 
out in the garage, a wreck. But, you 
see, | wasn’t driving it. Yesterday 
afternoon I lent it to a friend from 
California. He returned it late last 
night saying that he had been struck 
by a drunken man and that he would 
pay the repair bill. This morning he 
took an early train home. If you 
suspect him of hitting this other car 
and then running, you may have his 
name.” ; ; 

This, it must be admitted, brings 
the perspiration to the brow of the 
zealous officer. Again all he can do 
is to collect himself and ask in- 
numerable questions relevant and 
irrelevant about the visitor from Cali- 


fornia and regarding the where- 
abouts of the owner on the pre- 
vious evening. If the man is lying, 
sooner or later he will trip himself 
up in his own prevarications. Then, 
confused and rueful, he admits that 
he was, after all, the driver. 

Approximately six per cent of 
automobile accidents involve drivers 
who hit and run. California, for 
example, reports that five per cent of 
fatal accidents are hit-and-run cases: 
Massachusetts, seven per cent; New 
Jersey, six per cent. If we assume 
that six per cent is a fair national 
average, then 2,200 persons were 
slain and 75,000 were injured more 
or less seriously during 1935 by 
drivers who sped away from the 
scene. How many of the dead would 
be alive today if the guilty driver 
had stopped and rendered assistance, 
no one can say. That many lives 
would have been spared there is no 
doubt. 

Only by bringing to justice a good 
share of the hit-and-run drivers can 
this toll of innocent life be eliminated. 
Methods of accomplishing this are 
now known. It is up to the police 
of the nation to adopt them and use 
them vigorously. 


Michigan Considers Bring- 
ing O. D. Under Com- 
pensation Act 


BROADENING OF THE MICHIGAN 
WORKMEN’S COMPENSATION ACT TO 
make compensable a list of twenty- 
seven occupational diseases, includ- 
ing silicosis and asbestosis, has been 
advised by the special commission 
appointed by the last legislature to 
make a study of the subject. Several 
bills concerning such changes were 
tabled at the last legislative session. 

The commission, which included 
representatives of both industry and 
organized labor, was headed by Dr. 
C. C. Slemons, State Health Com- 
missioner. 

The same question is being studied 
by a sub-committee of the legislative 
council under the chairmanship of 
Representative Joseph F. Martin, Jr., 
Detroit. Its report and that of the 
commission are being prepared for 
submission at the coming session of 
the Michigan legislature. 

e ee ® 


Superintendent Dugal Dies 


B. ARTHUR DUGAL, SUPERINTEND- 
ENT OF INSURANCE FOR THE PROVINCE 
of Quebec since 1929, died at his 
home in Quebec City on December 
15. He was 64 years of age and had 
been in ill health for the past 3 
months, 
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NOTES 


(Continued from Page 10) 


Sydney D. Pinney, associate casu- 
alty actuary of the Travelers, is 
Chairman of the Committee on Pa- 
pers. Serving with him are William 
Breiby, Paul Dorweiler and C. W. 
| 1¢ ybbs. 

The Educational Committee has as 
its Chairman, C. A. Kulp, Professor 
of Insurance, University of Pennsyl- 
vania. The other members are Emma 
C. Maycrink, N. E. Masterson, Wil- 
liam M. Corcoran, Lloyd A. H. War- 
ren, William H. Burling, Albert Z. 
Skelding, and Charles J. Haugh, who 
is acting chairman in Mr. Kulp’s ab- 
sence. 

Auditing Committee: Chairman, 
W. P. Comstock, statistician, London 
Guarantee & Accident Company, 
Howard G. Crane and Lee J. 
Wolfe. 

Editorial Committee: Chairman, 
Clarence W. Hobbs, National Coun- 
cil on Compensation Insurance, J. J. 
Smick, H. J. Ginsburgh, F. Stuart 
Brown and Thomas O. Carlson. 

Committee on Program: Ralph H. 
Blanchard, W. W. Greene, C. W. 
Hobbs, G. F. Michelbacher, F. S. 
Perryman, Richard Fondiller (ex- 
officio) and Leon S. Senior (Chair- 
man, ex-officio). 

ee @ ® 


Fleet Coverage in Okla. 


THE OKLAHOMA COMPENSATION 
RATING BUREAU HAS BEEN  DESIG- 
nated by the Oklahoma Insurance 
Board as a central administrative 
bureau through which must be re- 
ported all insurance policies covering 
automobile fleets, and all public lia- 
bility and propery damage policies 
covering commercial cars. It will 
check rates and determine experience 
deviation allowances with an eye to 
the avoidance of discrimination. A 
mandatory formula for merit rating 
with fleet rating has been adopted. 

The American Mutual Alliance as 
representative of the mutual com- 
panies, the National Bureau of Surety 
and Casualty Underwriters, and rep- 
resentatives of reciprocal exchanges 
have indicated willingness to work 
together in extending the Oklahoma 
Compensation Rating Bureau to in- 
clude a fleet coverage bureau. 

e e ® 


Missouri Code Bill 


SUPERINTENDENT R. E. O'MALLEY 


OF MISSOURI PLANS TO RESUBMIT TO 
the coming session of the legislature 
the insurance code bill that failed of 
passage two years ago. The new code 
will be in practically the same form 
as the 1935 bill. 
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Michigan Mutual Liability 
Elects New Officers 


WALTER E, OTTO, SECRETARY-TREAS- 
URER OF THE MICHIGAN MUTUAL 
Liability Company, was elected Presi 
dent and General Manager at a meet- 
ing of the Board of Directors of 
the company on December 29. He 
succeeds the late P. W. A. Fitzsim- 
mons. The new president, who was 


W. E. OTTO 


NEW PRESIDENT OF MICHIGAN MUTUAL LIABILITY 


born in Detroit forty-eight years ago, 
has been in the insurance business 
since the age of eighteen, when he 
joined the old Michigan Mutual Life 
Insurance Company. Subsequently, 
he was in the Insurance Department 
of the State of Michigan for twelve 
years as actuary and deputy commis- 
sioner of insurance. His affiliation 
with the Michigan Mutual Liability 
Company dates back from July 1, 
1918, when he accepted the post of 
Treasurer and Actuary. He later be- 
came Secretary and a member of the 
Board of Directors, then Secretary- 
Treasurer. Mr. Otto is a member of 
the Governing Board and Rates Com- 
mittee of the National Council on 
Workmen's Compensation Insurance ; 
of various committees of the Nation- 
al Association of Mutual Casualty 
Companies, and the National Asso- 
ciation of Automotive Mutual In- 
surance Companies ; and also a mem- 
ber of the Casualty Actuarial Society 
of America. During his long con- 
nection with the Michigan Mutual, 
Mr. Otto has become well and favor- 
ably known among a large number 
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of leading casuallty insurance execu- 
tives throughout the country, who 
view with satisfaction his elevation 
to the presidency of the company. 

At the same meeting Charles B. 
Burch was named Secretary; W. O. 
Brown, formerly Assistant Treasurer 
in charge of accounting was elected 
Comptroller; and Ralph M. Wade 
was elected Treasurer. 

ee ee @® 


Revise Virginia Liability 
Rates 


THE STATE CORPORATION COMMIS- 
SION OF VIRGINIA RECENTLY ORDERED 
a revision in automobile _ liability 
rates on private cars in the state ef- 
fective February 1, 1937. The revi- 
sion calls for an increase, with one 
exception, a 10% cut in rates being 
ordered for the city of Norfolk. The 
rates will be raised in all other lo- 
calities, Richmond being the hardest 
hit with a 13% increase. Also ef- 
fective on the same date will be an 
increase in liability rates on commer- 
cial cars in the state ranging from 
3% to 28%. There will be no 
change on property damage rates of 
both class of vehicles, however. 
The slash in the rates in the Norfolk 
area was due to an intensive acci- 
dent prevention campaign. Even 
with the new reduction, Norfolk’s 
liability rate on private automobiles 
still will be higher than Richmond’s, 
its former rate having been much 
higher than that city’s. Experience 
dating back several years is the basis 
for the new rates. 
ee @ ® 


Advocate Group Accident 
Coverage with Com- 
pensation 


GROUP ACCIDENT INSURANCE AS A 
SUPPLEMENT TO THE COMPULSORY 
workmen’s compensation coverage 
carried on employes of building and 
loan associations in New Jersey is 
recommended by the insurance com- 
mittee of the New Jersey Building 
and Loan League in adopting a re- 
port upon the subject prepared by 
Richard Spitz, Newark attorney. 

Mortgage and building inspection 
committee members, and directors 
who are not officers, are not em- 
ployes of such association, as_ the 
compensation act of New Jersey has 
been construed by the courts. Be- 
cause of the low salaries paid, bene- 
fits in the event of injuries or occu- 
pational disease contracted by em- 
ployes are very small, the report 
points out, since compensation is 
based upon wages. 

















28—January, 1937 


Commodity Exchanges 
(Continued from Page 12) 

(6) To require of each registered 
futures commisison merchant a com- 
plete segregation and accounting of 
(a) margin moneys deposited with 
such merchant by customers and (b) 
moneys or equities accruing to cus- 
tomers from day to day as a result 
of trades. The object of the law 
here is to prevent brokers from us- 
ing the moneys of one customer to 
protect the trades of another and to 
prevent the brokerage firms them- 


selves from speculating with cus- 
tomers’ funds. The looseness with 
which customers’ funds have been 


handled in the past has on occasion 
resulted in firms failing only to find 
that moneys accruing to custom- 
ers had long since been misused and 


lost. In the enforcement of this pro- 
vision periodic reports and occa- 
sional audits similar to those made 


of banks will be necessary. 

These objectives are clear enough. 
They point in general toward an 
improvement in the quality of trad- 
ing and hence in the price structure 
of commodity markets by excluding 
from the market practices which are 
obviously undesirable and controlling 
those which can at times have socially 
harmful effects. The success of the 
act in actual operation will depend 
mainly upon the support it obtains 
from the trade and to aa important 
extent in the fairness and firmness 
with which the act is administered. 
\dministration of the act is vested 
in the Commodity Exchange Ad 
ministration—a division of the U. S. 
Department of Agriculture. 

\s matters now stand it is accurate 
to say that these markets function 
fairly well: 

(1) in providing price insur- 
ance for trade interests who hedge, 

(2) in providing a continuous 
market each day where sales and pur- 
can be made at a moment’s 
notice, this being of particular use to 
creditors and others who require an 
immediate and dependable market, 


chases 


(3) in providing a worthwhile 
body of market quotations and news, 
and 

(4) in providing a sensitive price 
structure carefully attuned to differ- 
ences in grades of a commodity, their 
location and carrying charges. 

These markets do not give much 
assurance that the general level of 
prices will continue free from arti- 
ficial trading influence. In this area, 
they have always displayed a meas- 
ure of erratic price variation due 
partly to manipulation, partly to the 
sheer force of large-scale trading and 
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partly to the uninformed character 
of the great mass of small traders. 
Whether, in fact, organized com- 
modity markets will improve in this 
last department,—the _ price-making 
function, which in the writer’s opin- 
ion is its most important function— 
remains to be seen. 
e* @ @ 


The Antithesis of Monopoly 


N passing judgment upon these or- 

ganized exchanges and the prob- 
able effectiveness of the Commodity 
Exchange Act in improving their 
quality, attention should be called to 
the distinctive position they occupy 
in our present economic structure. 
They stand today as our best ex- 
amples of free, competitive markets. 
We like to think of our present-day 
economic structure in its entirety as 
being one of open competition where 
those offering the lowest price ob- 
tain the business. In truth, however, 
there are few lines of endeavor 
where this is true today. The trend 
is almost entirely away from open 
competition. Through price leader- 
ship, conference agreements, sharing 
the market, integration through hold- 
ing companies and similar devices 
our anti-trust laws are very much 
honored in the breach. 

Grain, cotton and other commodity 
lines could be conducted, in the ab- 
sence of open competition, as the steel 
industry, the packing industry, and 
the agricultural implement industry 
now \nd were the Commodity 
Exchange Act so administered that 
all speculative trade left the market 
it would only be a matter of a short 
while until marketing giants would 
move in and take possession. The 
result might then be a lower price 
for the farmer and a higher one for 
the consumer. The market might 
then be less erratic but the price a 
dear one to pay. 

Mention should also be made in 
this connection of the criticism often 
heard that these exchanges provide 
a haven for widespread, legalized 
gambling. The charge is of more or 
less importance depending upon one’s 
definition of gambling. From an eco- 
nomic but not from a legal point of 
view gambling involves chance tak- 
ing with no social benefit accruing. 
Speculation, in contrast, involves 
chance taking from which flow social 
benefits. Future trading on recog- 
nized exchanges by this standard is 
primarily speculation, (or hedging) 
and not gambling. If it includes 
speculation by those who can ill af- 
ford to speculate then an adequate 
answer would appear to be that the 
conditions surrounding this means of 
speculation are free from fraud, 


are. 









manipulation, and misleading infor- 
mation. If these markets can be kept 
free of these qualities that is about 
as much as can be expected of gov- 
ernmental agencies. Beyond that the 
control and ultimate disposition of 
one’s funds in economic enterprise 
must rest with the individual. The 
success of the Commodity Exchange 
Act in actual administration must be 
judged in the light of these matters 
as well as by its more obvious ob- 
jectives. 


American Standards Asso- 
ciation Meets 


THE ELECTION OF C. E. PETTIBONE 
OF BOSTON AS VICE-CHAIRMAN OF 
the Standards Council of the Ameri- 
can Standards Association was an- 
nounced at the recent annual meeting 
of that organization at the Hotel As- 
tor in New York City. Elected 
Chairman of the Council was I. M. 
larmer, Vice-President of the Elec- 
trical Testing Laboratories, New 
York City. 

Dana D. Barnum, President of the 
Consolidated Gas Company, Boston, 
was reelected President of the Asso- 
ciation, and Edmund A. Prentis, of 
the firm of Spencer, White and 
Prentis, New York City, was again 
chosen Vice-President. 

Mr. Pettibone, who is Vice-Presi- 
dent and heads the engineering de- 
partment of the American Mutual 
Liability Insurance Co. of Boston, 
was nominated as a member of the 
board of directors of the Association 
by the National Association of Mu- 
tual Casualty Companies last year. 
He has served as a member of the 
Safety Code Correlating Committee 
since 1929, and is now Chairman of 
that committee. He is likewise 
a member of the sectional committee 
on the Textile Safety Code. 

At the meeting President Barnum 
reviewed the Association’s work for 
the year, pointing out that the high 
degree of cooperation now existing 
between industry and government in 
the Association has resulted in forty 
industrial codes’ serving as the back- 
bone of state regulations for the pro- 
tection of workers. <A total of 33 
new standards were approved and 
33 standards revised to bring the to- 
tal to 357 in the fields of civil, me- 
chanical, and electrical engineering 
metallurgy, chemicals, and in the 
textile, oil, paper and other indus- 
tries. Among the most important re- 
cently adopted are the classification 
of coal from peat to anthracite, 
sound measurement, movie sound 
film, buses and trucks, and safety 


glass. 


for- 
cept 
out 
wv- 
the 

of 
rise 
The 
nge 
- be 
fers 
ob- 


PROFITS 


in business spring from good management as surely 
and as directly as a tree springs from the ground. 


It is the most important single factor in business. 


With the Federal Mutuals it is a case of a sound 
business principle—the mutual principle—joined 
with good management. This is the combination 
that has made it possible for us to showsubstantial 


profits consistently and to return attractive divi- 


dends to our policyholders with clock-work regu- 


larity from year to year. 


(yy HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 




















From $25,000 to $25,000,000 


in 25. Years 


As we approach the 25th’anniversary of our organization, we 
gratefully acknowledge the contribution our policyholders and 
representatives have made to our record of progress. Their 
confidence in and loyalty to.the ideals of this institution have 
played an important part in our growth from $25,000 in 


assets in 1912 to assets of more than $25,000,000 today. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


Division of Kemper Insurance 


Mutual Insurance Building Chicago, U. S. A. 














